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S&S . «The Questions of the Year: 


° WAR—How Long? 

¢ BUSINESS—Any Sethacks? 
© TAXES—How Big A Cut? 
© COST OF LIVING—To Fall? 
¢ STRIKES—More Ahead? 

° DRAFT—Slowdown? 
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FROM EVERY CONTINENT ... 


One of the satisfying things about stamp collecting is that it can lead to 
friendly contacts and mutually profitable “exchanges” with people in almost 
every country in the world, 

This, too, is a fascinating aspect of the chemical business. For example, 
American Cy anamid Company buys raw materials from countries on 
every continent... naphthalene from Europe . . . ilmenite ore from India... 
bauxite from South America, to name a few. In turn, the company sells its own 
products all over the world, operates plants in seven foreign lands and has 


more than a hundred representatives in over thirty countries. 


In thus doing business on a world-wide scale, Cyanamid has made many 
friends in many nations... and is constantly contributing to higher 
economic standards abroad and to better international understanding. 


These, too, are among the benefits of Cyanamid chemical service. 


AMERICAN Cyanamid COM PAN! 


30 ROCKEFELLER PLAZA, NEW YORK 20, N. %. 
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“True-or-False” Quiz on Business 





Question 


What Most 
People Believe 


The Fact 








How big are corpora- 
tions’ profits? 


25% (or 25¢ out of each 
$1 of sales). 


7%. In most years actually Jess than 
7 cents of each sales dollar. 





Who gets the largest 
share of the income of 
corporations? 


Most people say the 
owners do. 


Actually the workers—they get 86%. 





Does war increase 
corporation profits? 


Many people think so. 


The facts are—NO. Compared to a 
good peace year, corporation profits 
on the sales dollar went down from 
6.4¢ to 4.3¢ in the last war. 





Do machines put men 
out of work? 


Most people say yes. 


NO. In the automobile industry, for 
example, one man and a machine 
do the former work of 5 men, yet 
20 times as many men are employed. 
Machines well used reduce costs and 
prices which broadens markets and 
so provides more jobs. 





' sil 
Do top executives make 


too much? 


Too many workers 
think, “If their salaries 
were divided among 
workers, our wages 
could be much higher.” 


If all the salaries of the three top 
men in the country’s biggest com- 
pany were divided among that com- 
pany’s workers, it would take each 
worker in that company about three 
weeks to buy one pack of cigarettes 
with his increase. 








Should taxes on corpo- 
rations be increased? 





“Yes,” say many. “Soak 
the rich.” 





Truth is that high taxes already take 
so much money which should be 
spent in keeping-machines modern, 
that 43% of America’s machines are 
too old to protect tomorrow’s jobs. 





So much falsehood has been spread about business by 
communists that workers in their own interest should 
promote the truth. The best interest of workers, business 


and all the people is the same. MP 


WARNER 
SWASEY 


Cleveland 


PRECISION 
MACHINERY 
SINCE 1880 
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YOU CAN PRODUCE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY MACHINE TOOLS, TEXTILE MACHINERY, CONSTRUCTION EQUIPMENT 











The March of the News 





Potomac Fever. In Washington they 
say that everybody wants in but nobody 
gets out . . . The natives call it “Potomac 
fever”—this tendency of former jobhold- 
ers to settle down in the capital city and 
stay long after the jobs that brought them 
to town are gone. 

By last week, Potomac fever was al- 
most epidemic ... The Democrats— 
after 20 years—were about to leave office 

.,. But apparently few of them were in- 
clined to leave the District of Columbia 

. Incoming Republicans were having 
trouble finding suitable places to live. 

The desire to stay on didn’t apply to 
everybody . . . Most of the top men of 
the Truman Administration were getting 
ready to go . . . President Truman hir.- 
self planned to depart for Independence, 
Mo., right after the inaugural ceremo- 
nies . . . Secretary of State Dean Ache- 
son was looking forward to a long vacation 
in the West Indies . . . Defense Secre- 
tary Robert A. Lovett planned to return 
to New York . . . Agriculture Secretary 
Charles F. Brannan is going to settle 
down in his home town—Denver. 

But such men were the exception .. . 
Apparently more Democrats planned to 
stay than leave after January 20... Real 
estate men said the approaching change 
in Government was creating few vacan- 
cies for them to offer the Republican 
newcomers . . . As one agent summed 
up the situation: 

“There are lots of people coming in, 
but very few going out . . . That’s always 
the way.” 


All expense tour. The housing worries 
applied only to those Republicans who 
were moving to Washington to stay .. . 
Thousands more were looking forward 
to a short, joyful trip to the city around 
January 20 to take part in the first Re- 
publican inauguration since 1928 ... All 
over the country, the mood of the party 
faithful seemed to be, “I wouldn’t miss 
it for the world.” 


_ 


HANDY WAY TO SUBSCRIBE 


Into this festive atmosphere, a Wash- 
ingtonian injected a practical thought 
last week . . . For some friends out of 
town he jotted down a few notes to show 
them what a four-day visit in Washing- 


ton probably would cost . . . Some of the 
items: 

Hotel $56 Flowers $10 
Parade seats 30 Souvenir medals 6 


Inaugural festival 12 Embassy tour 10 


Inaugural concert 10 Sightseeing 10 
Inaugural ball 24 Cab fares 16 
Official programs 2 Meals 40 


And that didn’t include the most ex- 
pensive item of all—transportation from 
home to Washington and back again... 
When he rounded out the list with tips, 
telephone calls and the hire of a white 
tie, he came up with a total close to $400 
per couple for the three-day celebration. 

. . Most Republicans would figure the 
occasion well worth the price. 


Musical fare. The approach of the Ei- 
senhower Administration was presenting 
the United States Marine Band with a 
small problem last week . . . How could 
the band brush up on the General's 
favorite tune without knowing what it is? 

The Marine Band—authorized by Con- 
gress in 1798—has furnished presidential 
music for every U. S. Administration ex- 
cept that of George Washington . . . Its 
musical library is filled with preferred 
tunes of Chief Executives from Thomas 
Jefferson on. 

Andrew Jackson, for example, liked 
such popular songs as “The Girl I Left 
Behind Me” . Abraham Lincoln had 
an ear for American spirituals and folk 
ballads . . . “Home on the Range” be- 
came associated with the White House 
musicals in Franklin Roosevelt’s day— 
although he often told friends privately 
that he could take that tune or leave it 
alone .. . Harry Truman is a waltz fan- 
cier. 

But nobody has bothered to tell the 
band about Ike’s musical taste. 
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Ned H. Dearborn (left), president of the National Safety Council, presenting Award of Honor to Cleo F. Craig, president of the American Telephone and Telegraph Co. 


Bett TELEPHONE COMPANIES RECEIVE 


HIGHEST AWARD OF NATIONAL SAFETY COUNCIL 


Bell telephone men and women are proud of the Award 
of Honor presented to them recently by the National 
Safety Council. The award was in recognition of an 
outstanding record for two years. 


It is no accident that the communications industry 
leads in safety. Telephone equipment and buildings 
are designed for safety. And on the wall of every Bell 
telephone building are these words — “No job is so 


important and no service is so urgent that we cannot 
take time to perform our work safely.” 

The lineman on the pole, the driver on the highway, 
the operator at the switchboard, the men and women in 
the business offices — all have tried hard to live up to 
this safety creed. 

We're grateful for this award and we’re going to 
keep on trying to make the record even better. 


BELL TELEPHONE SYSTEM 
“A Good Place to Work” 








Here’s the miner’s pickax —1953 style! This huge 
cutter is steered right up to the working face of a seam 
of coal. Once there this machine can cut in any direc- 
tion, for it swivels easily on its base, a full 360 degrees. 
So efficient is this modern Goliath—that it does in 
minutes what formerly required hours! 

Giant machines like this have been developed by con- 
stant research and put to work with the capital invest- 
ment of the forward-looking bituminous coal industry. 
Result: American coal production is the world’s most 
efficient. Surely this is a good indication that this nation’s 
coal industry is well-run and in capable hands. 

A very good thing that is! For vast as America’s need 
for coal is today, America’s future needs will be greater! 
Our ever-growing economy will demand more and more 
coal—coal for the public utilities and for steel making— 
coal for chemicals—coal to power the production of 
thousands of useful products. 


This country can count on its coal industry! For Amer- 
ica’s 5,000 coal companies, realizing that coal is the 
only fuel in America that is virtually inexhaustible, are 
readying themselves in every way to meet all demands 


—now and in the future. 


CLUES TO COAL’S IMPORTANCE 
«+» TODAY AND TOMORROW! 
% Enough coal to fill a railroad train stretching from Pitts- 


burgh to Los Angeles. . . that’s the amount of coal produced 
in one day by America’s mines. 

Four pounds of coal for every pound of food—that’s the 
amount of coal Americans use in the average year. 


By 1970 America will use three times the amount of elec- 
tricity used today, it’s estimated. Over 300 million tons of 
coal are likely to be required for its production. 


BITUMINOUS COAL INSTITUTE 


A Department of National Coal Association, Washington, D.C. 


gb rIGHT NOW—AND IN THE YEARS AHEAD 


YOU CAN COUNT ON COAL? 
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Newsgrann Washington, D. C. 


In the year ahead, on the basis of all present signs: 

Optimism will be a dominant feeling. Worries, for most, will be fewer. 

People will have more things to enjoy than ever before. 

War, however, will continue as a gnawing concern. Peace will not be brought 
to the world. Big war, world war, even so, will be avoided. 





Depression will not appear. Good times will continue. 

Jobs will be plentiful. Pay, for many, will rise. Higher pay will go 
along with somewhat lower prices for many things, including foods. 

Living standards for people at home will reach new highs. 

Hardships, generally, will be borne by men in military service. Good times 
will be the lot of those who stay home and work. 

Time of trouble, a setback, unemployment, again is to be postponed. 

Now it's 1954, not 1953, that's being watched as the year of test. 








Eisenhower, taking over, will enjoy rather a long honeymoon. : 

Ike, in himself, will be a change. Ike's manner will be friendly and 
open. Ike's methods will be cautious, careful, not jumpy, irresponsible. 

Eisenhower will find that the people, contented, do not expect him to work. 
miracles. It's when times get hard that popular attitudes change. 

Ike will enjoy quite a good first year in office. 











An Ike-Stalin meeting will be improbable for many months, if at all. 

Stalin, foxy, will try to pull Ike's leg. Ike, an old hand, will not permit 
his leg to be pulled. Ike, instead, might pull Stalin's leg. 

Stalin, if he's smart, will become aware that times have changed. 

Ike, heading the strongest nation in the world, is not going to jump at 
every little come-on device that Stalin shapes. 

Stalin, not Ike, probably will be doing the guessing before 1953 ends. 








War _in Korea will go on.- War's initiative, gradually,,-will shift to our 
side. War itself will not always be a local, mountain war. 

Chiang Kai-shek, very probably, will get his chance during the year. 

Blockade will be restudied. War, if Communists insist upon it, will be 
fought with forces available; will not drift aimlessly. 

It's in 1953 that the tide may turn against Communists. 











Arms output will be immense during the year. 
Armament will not be reduced. Armed strength of U.S. will grow. 
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Armed forces will be kept at around 3.5 million. Draft will go on. Draft 
policies, however, will change little. Student deferments will be kept. 
Fathers, very probably, will continue to be deferred. 

The time when U.S. can demobilize again is not anywhere in sight. 








Inflation, however, no longer will go along with expanding armament. 

Arms industry, huge, already is fitted in. Industry, with record peace- 
time output, will meet civilian and military demands without strain. 

New autos will be abundant. Appliances will be, too. New dwellings will 
more than keep pace with demand at the present levels of price. 

Prices, instead of rising, often will be a little lower. 








Money is going to seem more worth while in itself. Money, loaned, will 
earn a little more as 1953 wears on. Creditors will be better off. Debtors 
often will find debt more burdensome, more costly. 

The dollar will have a good year. It will be a strong dollar. 

Dollars saved will tend to gain a little in value. Savings, for years 
past, tended to lose in value with time. The, trend will turn. 

Borrowing is to be made less attractive, lending more attractive. 





Businessmen, again will enjoy a good year. Profit totals will rise. 

Farmers, usually, will do somewhat less well. The professions will have 
another prosperous year, with demand for services high, pay good. 

Wage earners will do well. Jobs will be plentiful, wage rates firm. Wage 
trends, however, will be less sharply upward. Salaried workers will do well as 
a rule. Jobs will be stable, raises frequent. Weekly pay will buy a little 
more in the way of food, often of clothing, but not of rent. 

Stockholders, over all, will get slightly bigger dividend payments. 




















Excess-profits tax will die after midyear. 

Taxes in general, though, will be reduced little in 1953. Tax cuts are 
more probable for 1954. Tax increases will be few. 

Sales tax will not be added to the federal tax arsenal. 

Tax trend, longer range, is more likely to be downward than upward if big 








war is avoided. Broad tax cuts will wait on cuts in spending. 





Population again will grow rapidly. Births may touch 4 million. 

Marriages, declining in 1952, may decline again in 1955. Baby crop, how- 
ever, is holding high, risinz year by year as family size grows. 

Population total, about 158.5 million now, will be above 161 million a year 
from now. U.S. is a fast-growing nation, strong and virile. 





U.S., more and more, will step out into leadership among nations. 
Ike, heading a powerful U.S., armed and tough, can go places. It is prob- 


able that 1953 will see this country lose its inferiority complex. 
Churchill will find Ike friendly, co-operative, but not inclined to go on 





following the British lead. France will find Ike a little impatient with insta- 


bility in France, a little inclined to let Germany emerge. 
Germany and Japan, during 1953, will begin seriously to rearm. 
Stalin's turn to do the guessing is likely to start in the new year. 
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bu to get more out of 





meetings 





Here are two ways modern sound- 
writing will help make your business 
conferences short, to-the-point, and 
productive. 

First comes the “meeting of minds” 
before the meeting. Through your 
Gray Audograph you speak with each 
participant in advance — stating the 
problem, filling in the background, 
and listing the data needed. Each man 
comes to the meeting prepared with 
well-considered ideas. With these pre- 


aUAERAPH 


The world’s most versatile dictation instrument 


sented, the meeting can proceed to its 
real purpose — to produce agreement 
on a final decision. 

Secondly, Audograph makes an 
accurate, inexpensive recording of the 
meeting itself, on 20-, 30- or 60-min- 
ute plastic discs. You have a perma- 
nent record of understandings, 
decisions and assigned responsibili- 
ties, to insure proper follow-up by all 
concerned. The result is an organized 
conference that produces results. 


Send coupon for the 
new “How To” booklet! 


The Gray Manufacturing Company 
Hartford 1, Connecticut 


But conference recording is only 
one example of Audograph’s com- 
plete versatility. You'll use it in the 
office, at home, on trips . . . to record 
dictation, telephone calls, interviews 
... and above all to talk your paper- 
work away throughout the day. 

A demonstration will convince you 
that the low-cost, easy-to-use Audo- 
graph is a mecessary tool for today’s 
executive workload. 





Please send me your illustrated Booklet A-1 “How 
to Talk Yourself out of Time-Taking Work.” 








NAME 
AUDOGRAPH® sales and service in 180 U. S. cities. See your Classified Telephone 
Directory under ‘‘Dictating Machines.’’ Canada: Northern Electric Co., Ltd. Abroad: FIRM 
Westrex Corp. (Western Electric Co. export affiliate) in 35 countries, Audograph is 
made by the Gray Manufacturing Company — established 1891 — originators of the 


Telephone Pay Station. 
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Whispers 


[What appears on this page is reported in Washington and other news centers] 


Press Sessions: Pitfalls for Ike? . 


To Be Used 


Dwight Eisenhower will meet with 
Joseph Stalin only after assurances 
that the Russian dictator actually is 
ready to do business, and then only as 
part of a rather general conference 
that would include top men from the 


nations allied with the U. S. There. 


will be no Ike-Stalin conference on 
an exclusive basis. 


x kk 


Gen. Douglas MacArthur is to see put 
into effect this year some of the rec- 
ommendations he made in early 1951 
for bringing the war in Korea to a 
conclusion. 


& «¢ & 


Eisenhower would like to place a few 
professors in some key jobs in his Ad- 
ministration to overcome the impres- 
sion that he is turning Government 
over to big businessmen. Some leaders 
in business are concerned about the 
public reaction if hard times should 
come at a time when businessmen 
were shaping policy. 


ok 


Roger M. Kyes, to be Deputy Secre- 
tary of Defense, is the man who will 
have the job of squeezing waste out of 
the military establishment. Mr. Kyes 
is known as an executive who can get 
results out of difficult assignments. 


ee  -e 


The Eisenhower wing, not the Dewey 
wing or the Taft wing, of the party 
fast is emerging into the position of 
dominance around the President-to- 
be. As the new Administration begins 
to take shape, Cabinet officers tend to 
become engrossed in the big jobs 
ahead of them, leaving the White 
House group itself with the ready ac- 
cess to the new President’s ear. 


x « * 


More and more advice going to Ike is 
on the side of a requirement for writ- 
ten questions to be submitted before 
press conferences. The desire is to 
avoid any bobbles of the kind that 


MacArthur Ideas 


Dulles Cool to Policies of French 


can occur in the give and take of 
spontaneous questioning. Some mis- 
cues by President Truman had almost 
world-shaking reverberations. 


x * x 


Herbert Brownell, Jr., to be Attorney 
General in an Eisenhower Cabinet, is 
so busy at present trying to get set to 
run his Department that he no longer 
has time to serve as recruiting officer 
for big jobs in the new Administra- 
tion. A sweeping series of changes is 
in sight for the Justice Department. 


x «ek 


Joseph M. Dodge, Detroit banker, is 
trying to beg off from taking the job 
of Budget Director in the Eisenhower 
Administration, but Ike is insistent 
that he hold the job at least through 
the first period of the new Adminis- 
tration. 
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A sizable number of resignations is 
being received by Eisenhower from 
Democratic members of boards and 
commissions that regulate industry. 
Early Republican control is being as. 
sured in a number of agencies. 


xk 


John Foster Dulles, the incoming Sec- 
retary of State, is not impressed by the 
degree of political stability being 
shown by France. Unless the French 
show some inclination to get their 
politics and their finances straight- 
ened out, there may be a shift away 
from France as the anchor in Europe. 





xk 


When one crew member out of four 
on the French liner Libérté refused to 
answer questions about his Commu. 
nist inclinations, the proportion thus 
shown was about in line with esti- 
mates of Communist strength in 
France. About 25 per cent of French 
people vote Communist in elections. 





x «ee 


The British Government continues to 
resist U.S. suggestions for really 
stringent curbs on trade with Com- 
munist China. The Chinese continue 
to get large quantities of war mate: 
rials by sea—over supply routes that 
could be cut in a hurry once the U.S. 
Navy gets the signal. 


x * * 


Officials in Winston Churchill's Gov- 
ernment scoff at reports of Commu: 
nist activities in Kenya, but British 
intelligence agents report otherwise. 
A link has been discovered between 
African leaders in Kenya and the 
Communist Party of India. 





x * * 


Communist leaders in prisoner -of-wat 
camps in Korea are under orders to 
make the prison camps a real “front’ 
in the war, creating trouble, counting 
prisoners as expendable in an effort to 
tie down U. S. troops and to generat 


propaganda issues. 
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Another Example 
of 
Lfficient Power 


at Lower Cost 


LOATING in Louisiana swampland on a 150- 

foot barge, this big Cooper-Bessemer-powered 
dragline excavator is doing a dig job of national 
significance... 


For, hidden beneath this brackish tidewater marsh 
lies a vast, newly discovered sulphur dome. To mine 
this valuable sulphur at the rate planned will take 
millions of gallons of fresh water daily. So the big 
diesel unit shown here is working month after month, 
24 hours a day, moving some 3 million cubic yards 
of muck to form two huge fresh water reservoirs. 


Big job? The reservoir levee will be 6 miles long, 
100 feet wide at the base—an 8- to 9-month project 
working night and day! 


It’s a gruelling job like this that clearly demon- 
strates the value of Cooper-Bessemer engine devel- 


How diesel brawn 







This big Bucyrus-Erie barge-mounted dragline, powered by a Capen Dene diesel, is owned and 


operated by J. Ray McDermott & Co. It is here shown building a 6-mile reservoir levee in swampland south 
of New Orleans for Freeport Sulphur Company's vast new sulphur mining project—the world’s largest. 





helps put 
e swampland to work { 


opments that add up to time-saving, money-saving 
performance every time. So if you’re in the market 
for power, for any heavy-duty service, be sure to find 
out about the mew things being done by one of 
America’s o/dest engine builders. 


The 
Cooper-Bessemer 


Coporalion 


MOUNT VERNON, OHIO GROVE CITY, PA. 
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Ooma Goo Goo, Man from Mars, was short and 

e strangely knobby. He set his flying saucer down in 
Statler’s startled lobby. “I’ve come to look at Earth,” 
he said. “I’d like to see the best, and I'd like to stay 
at Statler, where I'll really be a guest.” 





When Ooma Goo Goo saw his room, he shivered with 

e sheer pleasure. “Is this for me? Oh, happy day! This 
Statler room’s a treasure! So that’s a bed—it’s like a 
cloud! And everything’s so clean! I wish my wife and 
kids were here—why, this is peachy-keen!”’ 





They showed him how to draw his bath and what the 

@ soap was for. And once he understood, he wasn’t 
frightened any more. He liked the way the whole room 
gleamed in spotless white array. In fact, he liked the 
bath so well, he stayed there half the day! 





























| 
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He went into the dining room and ordered up a meal. 

e And when he tasted Statler food, he gave a happy 
squeal. “This Statler’s quite a place,” he cried. “They 
sure know how to cook! Why, Earth is fun, once one 
gets used to how the people look!” 

















And Ooma Goo Goo liked the fact that Statler was 
e close by to shops and shows and all the things he 
wanted so to try. But then, alas, his time was up. 
With teardrops in his eye, “I’m coming back!” he 
promised—and he vanished in the sky. 
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BUSINESS— 


ANY SETBACKS? 


Good Times Likely in 1953 for Nearly Everyone 


This is to be another prosperous new 


year for most. 


U.S. living standards are in an up- 
draft. There are plenty of jobs at good 
pay, plenty of goods, plenty of custom- 
ers. Farmers, some business groups, may 


The year ahead is to be a good year 
for most people. Business activity in 
many lines will break records. Jobs 
will be plentiful at good pay. Profits 
often will rise moderately. 

Almost all groups at home will share 
in the prosperity. Wage earners will be 
better off than ever before. So will sal- 
aried workers, as a rule. There will be a 
general rise in the American standard 
of living. Farmers, however, will not fare 
quite so well. Here and there other 
groups will run on comparative hard 
imes. : 

The real sacrifices in 1953, as in 1952 
and 1951, will be made by men fight- 
ing in Korea. It is they who are again to 
pay the price for the security and assur- 
ance of people back home. In Korea, 
he prospect is that casualties will rise 
gain in the spring and that war may 
stow more intense. 

Big war, hot war on a world scale, is 
ot expected in the new year. 

Arms spending, although tending to 
evel off, will hold high through the year. 
lt probably will be early 1954 before the 
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trend in spending on arms will decline 
appreciably. The year ahead is to be 
one in which this country becomes im- 
mensely powerful, with industry produc- 
ing actual weapons on a large scale. 

A setback in business, which had 
seemed likely to start sometime in the 
second half of 1953, now is improbable 
before 1954. The reason is that the arms 
program, which underlies a good deal of 
industrial activity, is being leveled out, 
instead of being pushed to a peak and 
then-allowed to decline sharply. 

Businessmen as a group will do well 
through the year. Lines of business that 
depend on investment in plant and equip- 
ment cannot count on rising activity 
through the year, but their volume 
will be fairly large. There also is likely 
to be some slowing in building new 


- houses, but, again, the level of building 


activity will be high. No group of busi- 
nessmen actually is to run into very 
hard times. 

The buying public, too, will find 
things pretty much to its liking. House- 
wives, on the average, will have more 


i 


not do as well as others. But even they 
are not likely to be hurt much by what 
the new year brings. 

Dark spot: war. It looks like more of 
the same in Korea, with rising casualties 
as the year wears on. 





Photo: Ewing Galloway 


money to spend. And they will find 
as the year wears on that their dollars 
will go a bit further. Meat is to be lower 
in price. Clothing often has been marked 
down from recent peaks and there is 
every prospect that the price level. will 
not rise. It probably will drop a bit. 

A slight decline in the general cost of 
living, in fact, is probable. 

New cars are to be no higher in price. 
Often 1953 models can be bought for 
slightly less than the price charged for 
1952 models when they came out. Used 
cars definitely are cheaper and may 
decline some more. Almost any make of 
car now can be had with~a little wait. 
There are some exceptions in a few mod- 
els, particularly the surburban and 
ranch-wagon types. 

The family in the market for a house, 
new or old, may find a few bargains here 
and there. Sharp reductions in the prices 
of homes, however, seem improbable as 
long as wage rates and building-material 
prices stay high. 

(Continued on page 14. For charts on the 
business outlook, see pages 12 and 13.) 
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The Way 1953 Now Looks to the Forecasters 


Industry's Output 


will rise from 


223% of prewar 
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People's Spending 


is due to rise from 
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The Value of All 


Goods and Services 


will go from 
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All kinds of appliances are to be 
available at no rise in price. This is to be 
true of household furnishings, TV and 
radio sets. 

Abundance, in fact, is to be rather 
general in 1953. Manufacturers will be 
able to get most of the materials that they 
want early in the vear. All but a few 
shortages will be pretty well removed 
before the first quarter of the new year 
is past. 

Merchants will have no trouble stock- 
ing their shelves. They will find sup- 
pliers able to ship them all they want. 
And they will find the public well heeled 
with cash and in a moderately good 
buying mood. There isn’t likely to be 
any rush for goods on the part of cus- 
tomers, but the total volume of 1953's re- 
tail trade appears headed for another 
record. 

Gains in volume of sales are not to be 
spectacular in the year ahead, but most 
merchants can count on a steady flow of 
customers. Dealers in automobiles and 
appliances won't match their record of 
1950, but they will do better than in 
1952. There is likely to be substantially 
more demand for new appliances, such 
as dishwashers and clothes driers. Rec- 
ord sales are in prospect for clothing 
stores, shoe stores and food dealers in 
the new year. 

People’s incomes a year from now will 
be running slightly above the 1952 rec- 
ord. That’s the reason for expecting a 
high volume of retail trade in the com- 
ing year. It is not likely that people will 
save at a higher rate than now. So signs 
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CENTERS OF ATTRAC 


point to increased spending by individ- 
uals and families. 

Wage earners will get the biggest 
share of increased income. Factory 
wages have been rising, on the average, 
and that rise is to continue. Income gains 
also are in prospect for salaried workers, 
independent businessmen and _profes- 
sional workers, and for people who re- 
ceive rents, dividends and interest. 

By year end, however, there may be a 
slight decrease in the number of people 
employed. The decline in employment 
will occur chiefly on farms. 

Farmers are to be caught in a squeeze 
between high operating costs and fall- 
ing prices. Their cash income, includ- 
ing Government payments, will be less 
than in 1952. and their net income, after 
expenses, will be down, too. Farmers 
will not share in the general rise that 
lies ahead. 

Output of industry is to be large all 
through the new year. Industry now is 
producing at a peacetime record and 
gives every sign of maintaining that 
rate, even pushing it up a little. Aircraft 
plants will turn out more planes. There 
is to be increased production of all kinds 
of weapons. Automobile factories are 
definitely planning on a higher output 
in 1953 and are manufacturers of 
household appliances. Their operations 
were held down in 1952 by curtailed 
allotments of materials. 

The depression that hit the clothing 
industry in 1951 is definitely over. A ris- 
ing volume of production is indicated 
for 1953. That, in turn, means larger pro- 


so 
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TION: THE SHOP WINDOW AND THE PAY WINDOW 
There'll be plenty to buy and plenty of money to buy it with 
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“AY CHECKS 


ny 


duction for cotton, woolen and rayo; 
mills. Manufacturers of nylon and somé 
of the newer synthetic fibers are count 
ing on expansion in 1953. The outlod 
for industry, in fact, suggests improve 
ment over 1952 in almost every field ¢ 


production. A more detailed analysis j 


presented on page 71. 

The rise that is coming in general ac 
tivity will bring with it a rise in busines 
profits. Corporations are likely to have 
record year in profits, before taxes. Fur 
thermore, present law provides that tl 
excess-profits tax is to be reduced o 
1953 earnings. If that provision of th 
law is kept, business profits, after taxes 
probably will top any year except 194 
and 1950. 

Dividends, too, are likely to be in 
creased. Corporations lately have beet 
paying out a greater share of their cam 
ings than in early postwar years, If thy 
practice is continued, and if taxes ar 
reduced, shareholders stand to receiv 
an increase in dividend payments. 

Spending by governments is head 
higher. Arms spending is due to in 
crease, whatever the new Administratio: 
does about economy. Firm contract 
have been let and deliveries will i 
crease in 1953. State and local gover 
ments also will spend more money o 
highways, schools, and other public work: 

Government spending for goods ané 
services, in fact, is to provide the chid 
underpinning of the business boom. Thé 
boom won't rise much from now on, buf 
government spending is assurance thal 
it is to keep going on through the year 


CHECKS 


AECKS 


Standard Oil Co., NJ. 
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It looks like a bad year for 
alin—at home, that is. He's 
ding all right against the West, 
t back of the Curtain: 

Workers are loafing, refusing 
toe the Moscow line, growing 
Bbellious. Food is scarce, living 
fondards dropping. 

The whole Communist system 
slipping cogs. Stalin's dream 
a mighty industrial empire is 
ring into a nightmare. 























Reported from 
BERLIN and PARIS 


BJoseph Stalin is to have plenty of 
ubles of his own in 1953. 

His empire in East Europe—filled 
ith internal stresses—is showing evi- 
@nce of critical strain. The Commu- 
t system may not be cracking up, 
t it is creaking. People in the satel- 
es are lying.down on the job, not 
rking up to the standard Stalin de- 
ands. Food is short. Some _ places 
near famine. Arms and industrial 
tput are lagging behind schedule. 
The Communist Premier of Czecho- 
bvakia speaks openly of “discontent 
d rebellion” behind the Iron Curtain. 
s Communist President says the So- 
t-style five-year plan is so badly out 
kilter the Czechs are missing target 
er target. 

The result is that Stalin, ahead in 
) PMorld War IIL on most fronts, finds he 
not doing so well on his home front. 
rests, purges, forced labor, “peace ral- 
s’ have not succeeded in making 
del Communists in the East European 






ere is growing resistance to his con- 
bl. To the men in the Kremlin, it looks 
e a bad year. 

What Stalin wants is to develop the 
mmunist world so that, by 1955, he 
have a war-supporting industrial 
e bigger than that of West Europe. 
goal is the annual output, by then, 
60 million tons of steel, 805 million 
of coal and 240 trillion kilowatt- 
ts of electric power in Russia and 
t Europe combined. 

He is driving to expand war-support- 
¥ industries in East Europe, rather than 
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untries he holds under Soviet control. - 


js Stalin‘s Empire Slipping? 


Output Slows, Rebellious Spirit Crops Up 





HUNGARY'S POWER 


... targets are missed 

















—Costello in the Albany, N.Y. Knickerbocker News 


‘THE DEVIL IS SICK WITHIN‘ 





—Eastfoto 


CZECHOSLOVAKIA‘S PEOPLE 
... incentives don’t work 


developing arsenals as such. East Euro- 
peans are producing only light arms and 
weapons and ammunition parts, since 
Moscow thinks it is safer to produce 
finished arms only in the Soviet Union. 
The job in the satellites is to lift the 
output of steel, coal, machinery, ve- 
hicles, ships, uranium, ete. 

Signs of strain. But shortages of elec- 
tric power, raw materials and trained la- 
bor are slowing down the Communist 
rise in production. Drought and mis- 
management are producing food short- 
ages in the region that once was Eu- 
rope’s breadbasket. Pressure on workers 
and farmers to produce more for less 
pay is resulting in absenteeism and even 
occasional strikes. 

The drain of the Korean war, added 
to grandiose plans for industrial growth, 
is producing serious strains everywhere 
back of the Iron Curtain. The size of 
the Korean drain alone is evident in the 
fact that Russia and East Europe shipped 
a billion dollars’ worth of goods to China 
in 1951, and even more in 1952. Ship- 
ments to China increased ninefold from 
1950 to 1951. 

As a result of this heavy drain, infla- 
tion is running wild in Rumania. Liv- 
ing standards in Czechoslovakia and Po- 
land have started dropping again. Food 
production is lower than it was before 
the Communists took over. Dim-outs in 
Prague, food lines in Warsaw and the 
closing of stores selling unrationed goods 
in East Germany all testify to the major 
problems the Communist rulers face at 
the start of the new year. 

The Communist bosses have decided 
on purge trials as a way to divert dis- 
content from themselves to their opno- 
nents. Purge victims in Czechoslovakia, 
Rumania and Poland are being charged 
with economic sabotage in an effort to 
create scapegoats for the troubles grow- 
ing out of Stalin’s orders to indus- 
trialize the satellites under forced draft. 
But blaming scapegoats doesn’t put food 
in people’s stomachs and it is not 
preventing a growth of hostility toward 
Moscow. 

Shortages. With its stepped-up in- 
dustrial targets, the whole area of East- 
ern Europe is running into shortages of 
power, steel and raw materials. Now a 
labor shortage is being added to Stalin’s 
other troubles. 

The industrial labor force must be 
raised at least 4 per cent in Czechoslo- 
vakia and East Germany and 9 per cent 
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in Poland to meet production goals. And 
the skilled labor just is not there. 

The Communists in Poland thought 
they could recruit labor from farms, but 
President Boleslaw Beirut now is warn- 
ing that this is no longer possible. There 
is a shortage of farm labor, too. Despite 
the recruitment of “voluntary” city bri- 
gades to aid in this year’s harvest, the 
Poles failed to get the entire crop in 
before the first frost. Potato losses were 
heavy. 

The population in East Europe is 
growing, but the number of young peo- 
ple coming of age is sufficient to meet 
only half the need for new workers. 
Housewives are the only other source of 
labor. One fifth of East Europe’s non- 
working city women must be recruited 
for industry by 1955 if Stalin’s indus- 
trial goals are to be met. 

Women and young people are un- 
skilled and untrained, but the most ur- 
gent need of the Communists is for 
skilled craftsmen to staff the heavy in- 
dustries. Apprenticeship systems and fac- 
tory schools are failing to turn out 
trained workers fast enough. East Ger- 
man newspapers are filled with pages of 
help-wanted advertisements for skilled 
laborers, technicians and engineers. The 
ads go unanswered, for the most part. 

Absenteeism. To make up for the 
lack of labor, the Communists are trying 
to boost output per man. Pressures on 
workers are being increased. Piece work 
rates have been lowered and output 
quotas increased in Czechoslovakia, for 
example. But these pressures, plus the 
lack of real wages to keep up with the 
increased production rate, are having 
just the opposite effect from what Stalin 
expected. 

Workers are staying home from the 
job or changing from one plant to an- 
other at an increasing rate. When coal 
production in Czechoslovakia recently 
fell behind schedule, officials reported 
there was 17 per cent absenteeism among 
miners. As pressures are applied, mine 
and factory workers either change jobs 
or go back to the farm. 

East Europe's troubles in industry are 
matched by troubles on the farm. In 
order to control marketable farm crops, 
boost farm production and keep check 
on the labor force, the Communists want 
collectivized agriculture. But collectiviz- 
ing small farms into large-scale tracts re- 
quires trac.ors. And tractor production is 
having to be cut back to make way for 
products more useful to Stalin in the 
event of a war. 

Stalin is up against serious resistance 
to collectivization on the part of farmers, 
too. Bulgaria has gone the furthest with 
52 per cent of the cultivated land collec- 
tivized. In Czechoslovakia, 30 per cent 
has been collectivized,.in Hungary 25 
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WHY STALIN WORRIES: 


STEEL STALEMATE 
. . . Not enough expansion 





TRACTOR TROUBLES 
. « » not enough production 


—Eastfoto, Triangle, Sovfoto 


MACHINERY MUDDLE 
. . . not enough skilled workers 





per cent. But only 15 per cent is in col. 
lectives in Poland, and 18 per cent iy 
Rumania. In East Germany, the Commu. V 
nists haven’t dared to start a collective 
program yet. 

Bottlenecks. The heart of Stalin‘ 


-troubles in the satellites is the effort t 


raise industrial production so rapidh 
that an orderly expansion of economi 
strength is impossible. As soon as one 
bottleneck is eased, another turns up yec 
Also, meshing all the countries int 
one system has its drawbacks. The 
have become so dependent upon one bre 
another that a failure in one hurts al as 
the rest. 

The result is a vicious circle that ha 
become an obstacle course for Stalini bre 
whole plan. For example, the productiol wey 
of coke is off the target in Czechosle 
vakia. Because of that, Poland finds } 
impossible to boost steel expansion «& T 
rapidly as demanded. The consequei styl 
shortage acts as a drag on efforts to ste z 
up the output of East German heaw at if 
machinery, which, in turn, keeps equipfl the 
ment away from the arms industry ji 
Russia itself. , WwW 

A careful analysis of the Communis all t 
industrial program tor East Europe inj pres 
dicates that strains within the  systeaj§ cont 
will increase, rather than lessen. W 

In Poland, Hungary and Rumania mas 
expansion of electric-power output i pros] 
not keeping pace with industrial growth mad 
In Czechoslovakia and Rumania, thé than 
gap between power supply and industri fore 
output is bound to widen in the neg Ta 
few years. The trouble lies in the outpug it ne 
of electrical machinery, which is too low manc 
to permit a build-up of the power sup Com 
ply. Existing power plants are over from 
loaded and getting inadequate maintd Cc 
nance. 

Meanwhile, lagging steel output i@ — 
Czechoslovakia, Poland and East Ge 
many is holding back production of aj 
sorts of machinery. Building material 
are increasingly scarce, especially i 
East Germany, where the build-up @ 
Communist military forces is requiring 
the construction of barracks and_ ota 
installations. Poor quality of material 
increases the shortage. 

All these troubles mean that Stall 
has his hands full trying to operate I 
East European empire. The year 195 
can turn out to be his most critical. 

The output of heavy industry throug 
out the Soviet world is rising, but t 
rate of increase is slowing down. Stalil 
this winter, is up against a choice bt 
tween tightening the screws another tut 
or stretching out his industrial build- 
In either event, it will be much later tha 
1955 before the Communist world ¢4 
catch up with West Europe in the outp 
of coal, steel and power needed for | 
industrial base to support a war. 
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WAR—HOW LONG? WHERE NEXT? 


All ‘53, Russia Will Stir World’s Trouble Spots 


Peace on earth in the new 
year? Not a chance, as things 
stand. That doesn’t mean an out- 
break of big war, old-style. 

“Hot war" is to drag on in 
Korea, elsewhere in Asia. Out- 
breaks of holy wars, colonial 
wars, racial wars can come any 
time. 

This is World War Ill, Stalin 
style. He’s winning and he'll keep 
at it until U. S. finds a way to turn 
the tide. 


War, real and bloody, is to go on 
all through 1953, on the basis of every 
present sign. “Cold war,” too, will 
continue and will grow more intense. 

War in Korea, despite Stalin’s Christ- 
mas Eve peace feeler, still has no real 
prospect of ending. Communists have 
made it clear that they will want far more 
than a return of all prisoners of war be- 
fore they agree to a truce. 

Talk built around the hope of a truce, 
it now is clear to U.S. military com- 
manders, was a trick device that enabled 
Communist forces to save themselves 
from destruction. . A 

Communist armies today are rebuilt, 







































~Alexander in the Philadelphia Evening Bulletin 


‘DIRTY GLASSES’ 
++. mobs in Cairo, guerrillas in Malaya 
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strengthened. Communists in Korea are 
building toward thé time when they can 
let loose a force of bombers that will add 
to problems of U.N. troops in that area. 

New ways fo fight the war, now be- 
ing examined by General Eisenhower, 
are intended’ to lower U.S. casualties, 
increase Allied pressure, raise the in- 
centive for Communists to deal. But 
there is no promise that war itself will 
end in 1953. 

World war of a “hot” variety, on top 
of Korea, is not expected to develop in 
the new year. At no point in the world 
is there evidence that Russia intends to 
throw in her own military forces to try 
for world conquest by direct means. 

Cold war, instead, is to continue as 
Russia’s basic device. 

“Hot wars” may break out by accident, 
or even by design, in different parts of 
the world. Hot wars, however, still are 
not to involve Russia’s own forces, at this 
stage, if the judgment of this nation’s ap- 
praisers is correct. The Russians will use 
Communist satellites and Communist 
fifth columns, already set up, to grab 
power wherever their planners think this 
can be done with safety. 

World War III, Communist style, is to 
continue as a very real war. Russia fights 
that war basically, however, with fifth 
columns, propaganda, sabotage, infiltra- 
tion, political weapons, rather than with 
Russian armies. This war, to date, has 
yielded control over 600 million people 
and great slices of the earth’s surface. It 
is a war that Russia has waged with great 
successes and very few reverses. She 
obviously intends, in 1953, to push ahead 
with her own style of war. 

Areas to watch in the year ahead are 
many. In no one of those cold-war fronts 
is the non-Communist world on the of- 
fensive at this time. 

Great crisis areas of the world for 1953 
are areas in which Russia is on the verge 
of new gains—either in the way of out- 
riglit power or in terms of advances in 
influence and in terms of stronger fifth 
columns being built for the day when a 
try for outright power can be made. 

Indo-China, next to Korea, is to be the 
principal hot-war area of the world. Here, 
Communist forces are making some gains, 
but the balance could tip either way in 
the year ahead. This part of the world is 
a key to dominance of the whole of Asia. 
If Indo-China should fall, then real dan- 
ger faces Thailand and Burma, flanking 
India. U. S., as a result, is to be under 
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‘HIS CHOPPING BLOCK’ 
... unrest in Iraq, cold war in Morocco 


pressure during 1953 to step up its efforts 
to aid the French who are fighting in 
Indo-China, as a means of saving South 
Asia from falling to Communists. 

Malaya is tied in with Indo-China. 
Here is a sort of miniature hot war, with 
the British fighting an endless hit-and-run 
battle against guerrilla bands. British are 
making some progress at this stage. But 
if Indo-China falls, then Malaya would 
come under great pressure and might 
drop like a ripe Asiatic plum. The islands 
of Indonesia, in turn, would be seriously 
threatened. This all is a very rich area— 
the “rice bowl” for much of Asia, the 
source of many raw materials for U.S. 

India, a neutral area now, gradually is 
being softened for a move by Commu- 
nists. Nehru, the Prime Minister, appears 
to be surrounded by persons of uncertain 
loyalty and ill-defined ties to Communists 
in China and Russia. There is still some 
doubt as to which way India will swing, 
as World War III intensifies in the period 
ahead. But, if Indo-China falls, the pres- 
sure on India is certain to be great and 
might push that country into the Russian 
orbit. 

The Moslem world, including the 
Middle East and North Africa, is next in 
the great crisis areas for the year ahead. 
Communists may succeed in touching off 
serious trouble anywhere around this 
seething crescent. For example: 

Iran, at the top of the crescent, is over- 


17 


U.S. News & World Report 





Battle Report for World War Ill.|,. 





@ WEST EUROPE 


Defense build-up to suffer as Western nations 


relax. 
Ps 


France—keystone of European defense—con- 
tinues to wobble from one weak government 


to another. 
« 


West German Army faces more delay through 


politics. 
* 


Italian election coming—a big test of Commu- 


nist strength. 
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€> LATIN AMERICA 


Communist undergrounds growing more active 


throughout Latin America. 
e 


Dictators, seizing power, weaken free govern- 


ments. 
x 
Anti-Yankee agitators, rising demand for 


nationalization spell trouble for U.S. 
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Egypt — Military Government shaky. Com 
nists again stirring up Cairo mobs. 

* 
Morocco-Tunisia— Arabs, egged on by Com 
nists, keep open revolt going against Fre 

» 
Kenya—Moscow-trained Africans arousi 


Ind 
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natives against British. pro 


= 
South Africa—More trouble for the West 


racial conflict. 











due for an explosion. Present Iranian 
policies appear to some American diplo- 
mats to be aimed at economic suicide. 
Coupled with growing anti-Western agi- 
tation, they provide an ideal setup for 
the Communist underground to cash in 
on. This underground, or fifth column, 
is strong and ready to move. Unless 
stopped, that could mean another victory 
for Russia in 1953. 

Iraq, ciuse to both Lran and Russia, 
then would come under increasing pres- 
sure if Communists win victories in Iran. 
Communist agents already are agitating, 
fomenting unrest in Iraq. 

Throughout the Middle East, tension 
between Arabs and Jews is mounting, 
threatening to erupt into some kind of 
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“holy war” against Israel. This is being 
encouraged by Russia, with a new anti- 
Semitic campaign aimed at Arab coun- 
tries. 

The United States, aiding Israel, is 
being pictured as anti-Arab. Russia, pic- 
tured as pro-Arab, hopes to gain a strong 
foothold in the Moslem world as this con- 
flict erupts. 

In French North Africa, where the 
United States is building five major air 
bases, open revolt against the West now is 
being ianned by Communist agitators. 
Arab nationalists in both Tunisia and 
Morocco are being encouraged to break 
with French rule, disrupt the grow- 
ing network of vital Western bases in 
that part of the world. Here, cold war 





could quickly turn to hot war during the sid 
yer. if Communist agitators succeed. dra 
Elsewhere in Africa, other potentialf tion 
danger spots are developing. In Egypt fall 
Communists again are stirring up Cairof cor 
mobs, and control of the Suez Canalff Ge: 
could be jeopardized. In Kenya, Russian-f mo 
trained natives are stirring up native orf ing 
ganizations against the British. Racial] for 
conflict is on the increase throughout ( 
South Africa, and could lead to furthe | 40 
Communist victories. "rol 
Even in Western Europe, where U. 5. | ard 
allies are organizing and building up} ™8 
strength against any Russian attack, Eu 
trouble looms. The feeling of urgency} ™° 
there now appears to be dead. The de- loc 
fense build-up is being slowed on all] ©! 
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-The Russians Are Still Winning 





@ EAST EUROPE 


Behind the curtain—it’s a year of trouble for 


Stalin. 
a 


More purges ahead in East Germany, Czecho- 


slovakia, Rumania. 
a 


Food shortages developing, growing acute 
among satellites. War industry snagged by 
unrest, low living standards, slow production. 
Communist armies due for some trouble; har- 


assed by deserters, draft dodgers. 
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jran— Communist underground set to cash in 
as anti-West agitation spreads. 
8 


lraq — Communist agents foment unrest. 
* 


India—Clashes between India and Pakistan 
show signs of spreading under Communist 


prompting. 


© asia 


Korea— Communist strength growing in the 
stalemate war. Enemy can unleash massive air 


power any time. 
* 


Indo-China-- Communists pegging down French 
Army, force continued drain of U.S. supplies. 

« 
Malaya—British ahead in war against Commu- 





‘Israel —Arab-Jewish holy war threatens; Com- 


munists figure to profit. 








nists but no end in sight. 











sides, as defense-budget plans are cut, 
draft periods are reduced, arms-produc- 
tion quotas are being pushed down, and 
talk replaces actions in plans for a strong, 
combined force. Formation of Western 
German divisions, delayed, now faces 
more delay. Communists again are striv- 
ing to become an important political 
force. 

Only in her satellite countries, in fact, 
does Russia appear to be facing real 
trouble. (See page 15.) Low living stand- 
ards and growing food shortages are lead- 
ing to more and more unrest in Eastern 
Europe. Purges are to become more com- 
mon, as they become needed to keep 
local populaces in hand. In China, too, 
evidence is that the Communist war in 


JANUARY 2, 1953 


Korea is becoming less popular, and that 
Communist methods at home are being 
resented. 

The big question conceming the 
many-sided war between Russia and U. S. 
in the vear ahead, however, is not where 
Russia will strike next, but what basic 
steps the new Eisenhower Administration 
will take in changing U.S. policy. 

If U.S. goes on the offensive as indi- 
cated, for example, Russian cold-war vic- 
tories could end abruptly. Premier Stalin, 
in that event, might find that 1953 
brought an end to big conquests from just 
pulling the levers—turning loose satellite 
armies, infiltrating Communist agents, or- 
dering a Communist coup, nudging dis- 
satisfaction into open revolt. 
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If new U.S. policy, on the other hand, 
should turn out to be more “contain- 
ment,” more vacillation, more waiting un- 
til Communist victories are consolidated, 
then 1953 could mean more Koreas, more 
Tibets, more Czechoslovakias, as Russia 
carries out her plans in crisis areas around 
the world. That is the appraisal of a good 
many informed officials who have been 
dissatisfied with past U.S. policy. 

Only time will tell. But this much 
seems certain: Communists, on the offen- 
sive everywhere, are winning World War 
III at this stage. Unless they are stopped 
by positive action on the part of U.S., 
the prospects are that Russia will have 
more victories under her belt by the end 


of 1953. 
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Draft Slowdown? Not in ‘53 
—19-Year-Olds Facing Calls 


Here are your draft prospects 
for 1953: 

Veterans, fathers, many stu- 
dents are to stay draftproof. 
That goes, too, for needed farm 
workers, apprentices, others. 

Reservists still face active duty 
in many cases. Teen-agers are to 
get a call, too, some before they 
reach 19. 

Don't count on a draft slow- 
down in the new year. 


Draft boards are about to dip into 
the lowest age brackets in order to 
meet rising quotas. 

With the backlog of 20-year-old men 
nearly exhausted, drafting of youths 
aged 19 will start within a matter of 
weeks in some localities. By midsum- 
mer, some boards will be ordering up 
youths not much past 18% years, the 
minimum draft age under the present 
law. 

The outlook in 1953 for men of draft 
age, as a result, is this: 

Veterans, men who served in World 
War II or who have had 24 months of 
service since the Korean trouble started, 
will remain exempt from service. 

Men over 26 are to be exempt, with 
very few exceptions. Some who were 
formerly deferred will be liable until 
age 35, but few of them will be called. 

All fathers will continue to be de- 
ferred. Fatherhood, for draft purposes, 
is figured from the date of conception 
of a child. A man whose wife is preg- 
nant when his draft call comes will be 
deferred. 

A man with dependents, other than 
a wife and child, to whom he is giving 
care as well as support, will keep his 
deferment. 

An apprentice, learning a trade un- 
der a Government-approved program, 
will continue in deferred status. 

A worker in agriculture or industry, 
classified as essential, is not likely to be 
called this year. 

A high-school student in good stand- 
ing is safe until graduation or his 
twentieth birthday, whichever comes 
first. A youth past 18% years of age who 
finishes high school next June stands a 
good chance of being drafted soon after- 
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ward. If he gets through the summer 
without call and enters college, he will 
be deferred by law until the end of his 
freshman year. 

A college freshman who wants to be 
deferred again for another year needs to 
stand among the upper half of the men 
in his class or to make a score of 70 or 
higher in his classification test. College 
students who have not had such tests 
may take them at about 1,000 centers 
throughout the U. S. and its territories 
on April 23. 

A college sophomore may obtain de- 
ferment again next year if he ranks in 
the upper two thirds of the men of his 
class or scores 70 or above. 

A college junior may have his defer- 
ment continued by ranking among the 
top three fourths of the junior men or 
having a score of 70 or above. 

A college senior who wants to enter 
graduate school must have been in the 
upper half of his class or must have a 
test score of 75 or higher. 

A graduate student who is doing sat- 
isfactory work is reasonably safe until 
he completes his course. 

An ROTC student will continue to be 
deferred as long as he stays in good 






this year unless the international situa. 


The Draft Outlook 








standing. There are plans to tighten up 
requirements for retention in the ROTC, 
however, during the year ahead. 
National Guard and Reserve units) 
will not be ordered into federal service 






tion changes for the worse, according to 
present plans of the Pentagon. 
Individual Reservists, officers gradu- 
ated from the ROTC who have not ful- 
filled their obligations for active duty,#! 
often will be ordered into service. Thel® 
Army and the Navy also will bring on 
duty involuntarily certain medical and 
dental personnel of the Reserves. Other- 
wise, the general policy of the armed 
forces is to order up only such Reserve 
officers as volunteer for active service. 
A nonveteran who belonged to a fed- 
erally recognized National Guard or Re. 
serve unit on Feb. 1, 1951, is exempt as 
long as he continues in good standing. 
If he drops out before his 26th birthday, 
however, he becomes liable to the draft. 
A nonveteran who joined a Reserve or 
National Guard unit since Feb. 1, 1951, 
is subject to the draft. A youth who en. 
lists in a National Guard or Reserve unit§ 






















before becoming 18% years old is exempt be 
from a draft call as long as he remains de 
in good standing. teens 
No slowdown in the draft, thus, is in ¥ Co 
sight for 1953. Draft calls are rising,| Her 
and many boards are to dig into their|f'"* 
youngest age groups in order to meet och 
nt. 





their quotas. Board rules for deferment 
are to remain unchanged, barring bigger 
war. 
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HY BRITISH DIPLOMATS FLED 


Burgess and Maclean Heard the Jig Was Up 


Where are Britain’s missing 

‘giplomats? Behind the Iron Cur- 
Abin working for Stalin—that's 
here the evidence points. 

The mystery is clearing after 
year and a half. The Burgess- 
nd-Maclean case keeps picking 
p Soviet angles. 

Both were Communists. Both 
new the West's secrets. Theory 
ow is Moscow called them in be- 
pre it was too late. 


Reported from LONDON 
and WASHINGTON 


§ The mystery of Britain’s two miss- 
vg diplomats gradually is clearing to 
veal another link in the long chain 
f Communist espionage. 

Here were two men who knew many 
ner secrets of the West. One had ac- 
ess to secrets of atomic-weapon develop- 
ent. The other was party to secret 
xchanges between the U.S. and Britain 
ithe touchy field of Far East diplomacy. 
Both, it now is established definitely, 
ad been Communists. Both also had told 
riends, at different times, that they were 

ommunist agents. 

On the basis of conclusions now being 
rawn by security agents, these two 
iplomats served Russia as reporters able 
) get information from the innermost 
cret councils of the U.S. and Britain— 
yuncils where military, atomic and dip- 
bmatic policies were fixed. 

Alarm. Spontaneous expression of 
hock and alarm that these two diplo- 

Mats “knew everything” was attributed 
) Dean Acheson, U. S. Secretary of State, 
when he first heard they had decamped. 
A few hours later, in more studied tones, 
Acheson told questioning Senators this 
lefection was “quite a serious matter.” 

The man whose flight was the more 
larming was Donald Maclean, head of 

fhe American desk in the British Foreign 
Difice at the time he disappeared. Mac- 
ean had served four years in the British 

mbassy in Washington where he was 
ecretary of the Combined Policy Com- 
ittee, ruling atomic secrets divided 
mong Britain, Canada and the U.S. He 
ad a pass into the Atomic Energy Com- 
ission, a pass good day or night. He 
ad been counselor in the British Em- 
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MISSING: DONALD MACLEAN 


~—Keystone, Wide World 


MISSING: GUY BURGESS 


Did Stalin‘’s talent scouts sound the call? 


bassy in Cairo, a position that let him 
in on deepest secrets of policy toward 
the Communist-threatened Middle East. 

Maclean disappeared on May 25, 1951. 
His midnight departure was kept secret 
until June 7, 1951, and was revealed 
officially only after a London newspaper 
learned of the flight. 

Ever since that time, there has been 
a studied effort by both British and 
U.S. officials to make it appear that 
Donald Maclean was an unimportant 
person, really not “in the know” at all. 

With Maclean went Guy Burgess. Bur- 
gess had been private secretary to Hector 
McNeil, No. 2 man in the whole British 
foreign service, and then was an official 
on the British Far Eastern desk. Finally 
he beeame second secretary in the Brit- 
ish Embassy in Washington. Burgess had 
dealt with plans for settling with Japan, 
and he knew the tricky paths of dealing 
with Chinese Communism from the U. S. 
side as well as Britain’s. 

Together, these men possessed many 
of the Western world’s basic secrets. 

Careful. propaganda has been used 


by the British Government, and tacitly 


by the American Government, to obscure 
this fact. Emphasis first was placed upon 
reports that the two diplomats had homo- 
sexual tendencies, and had a strong liking 
for alcohol—that they probably were off 
on a spree. When the binge theory be- 
came implausible after too-long absence, 


the story shifted to hints that the two 
had been victims of foul play, that they 
probably had been killed and their bodies 
done away with. 

Actually, security forces of two na- 
tions have knowledge that points to 
things far more serious than wild parties 
or murder. That knowledge is supple- 
mented by facts that have been un- 
covered by newspapermen. 

It all points in one direction: Brit- 
ain’s missing diplomats, on the basis of 
all information that is given real cre- 
dence, took the underground Commu- 
nist railway from London along a tortu- 
ous route to Rome, and from there to 
Prague behind the Iron Curtain. 

Routes from Rome already were well 
greased. Communist agents there had 
successfully arranged the mysterious 
flight from Rome to Russia of: Bruno 
Pontecorvo, a British atomic. scientist. 

As the story is pieced together, Bur- 
gess and Maclean took the underground 
route to Communist territory for two 
reasons, one growing out of the other. 
The first motivating drive was a warn- 
ing, signaled from Communist agents, 
that security officials were about to 
spring a trap on the diplomats. The 
second activating force was assurance 
that the underground was ready and 
that there were jobs to do for the Kremlin. 

Skilled deserters from the West are 
highly valued by Russia. She has useful 
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spots for propagandists and writers who 
can make the Communist line more 
plausible, and for men who know the 
officials, the workings and the policy 
secrets of the United States Govern- 
ment. 

In Britain’s two diplomats, once they 
were in hand, Russia could have many 
of the qualities she wanted. 

Both held jobs that gave access to 
important secrets. Both were well-edu- 
cated, able writers. Both held knowledge 


magazine News, published in English 
and aimed directly at the American and 
British public. Its pages now show 
knowledge of Western ways and U.S. 
idiom familiar only to people who grew 
up with the English language and have 
real knowledge of the United States. 
After Burgess and Maclean disap- 
peared, U.S. psychological-warfare ex- 
perts in Korea noticed a change in Com- 
munist propaganda leaflets that are 


showered on American troops there. The 








of the West that is priceless when 
translated into “cold war” terms. 

At the time of the mysterious flight 
of Burgess and Maclean, terms of the 
Japanese Treaty were being negotiated. 
Russia needed to know about it. A truce 
move in Korea was shaping up. Russia 
wanted to know whether truce bait 
would get a Western bite. Russia was 
hungry for news of progress on atomic 
weapons. Burgess and Maclean, be- 
tween them, knew most of the answers. 

This was a time, too, when the Krem- 
lin was launching its. slick propaganda 
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. DID IT LEAD TO COMMUNIST HEADQUARTERS IN PRAGUE? 


leaflets once were crude; now they are 
clever, with convincingly slanted ap- 
peals. 

Trails of Communism left by the 
two men can be followed closely from 
the beginning. They had known each 
other more than 20 years, from a time 
when both were left-wingers at Cam- 
bridge University. 

Burgess through these years preached 
Communism, derided Western culture, 
followed the Communist line that South 
Koreans had been aggressors, sent biased, 
anti-American dispatches from Washing- 


ton, and held strong opinions againg 
the postwar U.S. search for Communis 
agents. 

In the middle 1930s, before Burges 
joined the Foreign Office, a friend pr 
ported that he professed being a Com 


-munist agent and tried, without succes 


to recruit the friend as another agent 

Maclean talked as if he favored onh 
the Communist factions fighting for th 
Spanish Loyalists. He wanted an en( 
to war in Korea regardless of Wester 
objectives, plainly stated a belief thw 
Britain should give up such possession 
as Hong Kong and Malaya, which ar 
coveted by Communists, and held stron 
opinions favoring Alger Hiss. Maclea 
violently denounced Whittaker Chamber 
as two-faced, and even knocked dow 
one of his friends for defending Cham. 
bers. 

Just a few weeks before the flight 
Maclean, too, told a friend he was ; 
Communist agent. 

Warning. Finally they were bein 
caught up with. It was May 25, 1951, i 
London when the word came. 

Burgess was arranging a week-en 
trip to France with another friend, kk 
rented a car and packed some clothe 
Then, at 5:30 in the afternoon, he te 
ceived a long, mysterious telephone call 

Maclean celebrated his birthday tha 
last day in London with a long lunch i 
excellent foreign restaurants in the Soho 
While Burgess was getting the telephone 
call, Maclean caught a train to his cout 
try home in Kent, not far from wher 
Winston Churchill lives. 

In the night, Burgess arrived at Mac 
lean’s home, was introduced to Mis 
Maclean under an assumed name. Bur 


gess and Maclean left in the rented cat, 


after conferring privately. 

From there, the trail leads to mysten 
A look at the map on page 23 shows th 
route they now are believed to hav 
taken across France to Rome after some 
devious dodging into the Channel Islan«s 
and from Rome across the Iron Curtain 

Underground agents aided thei 
flight. Messages to their families, writtei 
by someone else and filed in Paris an 
Rome by mysterious strangers, lett : 
false scent. 

Last summer, a strange four-figur 
deposit appeared in the accounts # 
Maclean’s family in a Swiss bank, where 
deposits can be made by code numbel 
without revealing the depositor’s name. 
The money was refused by the Maclean 
It now is regarded by many as a Sovie! 
effort to pay for Maclean’s services. 

The case still is very much alive. Ir 
vestigations still are going on. Diplomat 
behind the Iron Curtain peer at faces 
looking for Guy Burgess and Donald 
Maclean. They are sure the right plac 
to look is behind the Curtain. 
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ON SOVIET BORDER WITH U.S. NAVY 


Task Force Chief Reveals Big Air Strikes in Korea 


Communist lines in 





the frozen front in Korea. 





Aboard Carrier Bon Homme 
Richard off Wonsan, North Korea 


Q What, exactly, is your job out here, 
Admiral? 

A I am commander of Carrier Di- 
vision I and commander, Task Force 
77, Northern Korean waters, Japan Sea. 
That’s what I am at this moment. 

Q What ships and planes do you have 
under your command? 

A Three or four carriers and _ their 
protecting screen of destroyers and 
heavy ships. Other support ships may 
come in, but that’s basic. Aboard three 
carriers we have about 225 fighting 
planes—jets and props, both. 

Q What is your field of operation? 

A Planes from our carriers can go 
anywhere in Communist Korea. But 
there is an agreement with the Air Force 
which roughly divides Korea down the 
middle from the Yalu to the battlefront. 
Everything in the eastern half is ours, 
everything in the western half is theirs. 
Obviously it is not fixed. Both Air Force 
and naval air can and do cross that 
line on co-ordinated strikes. It is as 
though you and your kid _ brother 
agreed to rake the yard together and you 
took that side and he took this. 

Q Then, in principle, aircraft from 
your carrier force operate over the area 
which is closest to Soviet Russia’s bor- 
der—that’s your territory? 

A Yes. We operate straight up to the 
Manchurian and the Russian border. 

Q Have you encountered any aircraft 
flown by Russians up there? 

A We have encountered MIG’s. Of 
course, we have no way of telling who 
flies them. 

Q But we know the Russians have 
plenty of MIG’s up there? 

A Oh, yes. They have plenty. 
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U.S. sea power is carrying the air war to 
the enemy in North Korea. Powerful carrier 
task forces, operating in the Sea of Japan, 
send their jets and bombers deep behind the 
round-the-clock raids. 
Navy planes are serving as “artillery” along 








Communists. 
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REAR ADMIRAL JOHNSON 


Q Had any fights with MIG’s re- 
cently? 

A Nothing like the Air Force fights 
in MIG alley, but we have had some. 
Recently six MIG’s attacked four of our 
jets. We shot one down, almost certain- 
ly shot down another, and the others 
ran. They broke off the fight. 

Q Do mines worry your carrier force? 

A Yes, we have met a few. The de- 
stroyer screen picks them up. Usually 
they are destroyed immediately, but 
sometimes we simply part the screen and 
the whole task force just like you part 
your hair and let the floating mine go 
through before we destroy it. After a 
storm, when coastal mines break loose, 
you must be careful. 

Q What about submarines? 

A We have picked up no submarines, 


viewed by Charles Foltz, Jr., a member of the 
Board of Editors of U. S. News & World Report, 
aboard the carrier Bon Homme Richard. 


This interview with Rear Admiral William { 
D. Johnson of Task Force 77 is a vivid word 
picture of the Navy’s air power against the 
Admiral 


Johnson was _inter- 





but we are always looking for then 
ready for them. Now we have darkeng 
the ship tonight, for example, althoug! 
the fleet never has been threatened ij 
this war by air or by sea. 

I can say we are constantly drillin 
and constantly operating, — going 
through every motion as if we were it 
an all-out war. If the tenor of ww 
changed entirely here and the stalk 
mate ended, we'd be ready at a mo 
ment’s notice to move anywhere, figh 
anywhere. 

Q Admiral, are your carriers som 
times close to the Soviet border? 

A Not the carriers themselves. 
course, the whole area is fairly close, fa 
that matter. We operate pretty much of 
the central part of Korea, but our plane 
get up there pretty close sometimes fc 
bombing targets in Communist Korel 
and for aerial reconnaissance. 

Q You had a strike quite close to t 
border recently, didn’t you? 

A Yes. The targets were in the North 
eastern part of Korea. But when we 
talk about the Russian border I want ti 
emphasize that we have rules, both 
written and unwritten. We were un 
trying to see how close we could get ti 
the Russian border. We were going alt 
er a target that was within our territon. 

Q You bomb close to the Manchuria: 
border, too? 

A Oh, yes, right near it. We have bil 
targets on the river—and across _ thal 
river a few hundred yards away is Mat 
churia. 

Q Doesn't that call for 
bombing? 

A It does, and our rule is that we d 
not go after such targets unless we have 
perfect visibility and pilots thorough) 
briefed. We have thorough aerial phe- 
tography. 
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Q When you have targets close to 
the border do you go after them on your 
own initiative? 

A No. We consult the Commander 
of the Seventh Fleet, Admiral Joseph 
Clark, and he, of course, may consult 
higher authority. We are a_ fighting 
force, not a diplomatic force. 

Q What are your hours of operation, 
roughly, for carrier aircraft? 

A There is always an umbrella over- 
head—there’s one above us right now. 
But, for missions, you could say rough- 
ly three hours before daylight and three 
hours after dusk. 

Q Who flies at night? 

A Oh, those are the hecklers. We 
have teams of Skyraiders and Corsairs 
wnich fly the mountain routes before 
dawn and after dusk with bombs, flares 
and, of course, 20-millimeter guns. They 
catch the enemy when he is beginning 
big movements along those winding 
mountain roads. 

He can’t move—doesn’t move in day- 
light. Our air power keeps the roads de- 
serted then. But hecklers flying over the 
valleys in the dark catch the headlights 
which the Communists must use or 
go over cliffs—as they sometimes do. 

Q What about daytime sorties? Do 
you strafe them or is their ack-ack too 
strong? 

A Oh, no, we strafe in the daytime. 
As a matter of fact, when we are plan- 
ning bombing sorties it is our practice 
to run jets ahead of the heavily loaded 
propeller planes. They strafe with rock- 
ets, use small bombs to clear the way 
for dive bombers. 

Of course, jets are so fast they can 
leave the carrier 45 minutes after the 
props have left. And, still, there are 
only a few seconds’ interval between the 
end of the jet strike and the beginning of 
bombing over a target. 

Q What about bombing by the task 
force on the main front line? Is aviation 
better than artillery for that? 
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BOMBS ARE LOADED 
“‘We know the enemy's strong points’’ 


A In some cases we can hit targets 
protected by hills from artillery. Air ar- 
tillery gets them from behind. 

Q What would you call your best tar- 
gets? 

A We place emphasis on strikes in the 
area behind Communist lines. We know 
the enemy’s strong points for storage, 
supplies and man power in that area, 
and we hit them. 

Next comes the area where the Air 
Force can mark a target by shooting a 
flare or smoke bomb and we hit it— 
heavy gun emplacements, supply con- 


centrations—anything- putting pressure 
on our front line. 

Q What about enemy antiaircraft 
guns? 


A They have been much more active 
during the past few months—more of 
them and more accurate. They are get- 
ting very good at camouflage against our 
planes, too. A road that looks deserted at 


sunset will become a road carrying a full 
transport column by the time our heck- 
lers get there. The trucks just suddenly 
appear from the roadside—but then our 
hecklers get them. ; 

Q Is most of your aerial observation 
done by planes from the Fleet? 

A Most, but not all. The Air: Force 
has been most co-operative about send- 
ing us good targets that they have. We 
also have what we call JOCK. That is the 
Joint Operations Center, Korea. There is 
a naval liaison on that and JOCK passes 
us hot targets down to the front line. 

Q How has co-ordination worked out? 

A You have a perfect example of it 
right here in the Joint Operations Com- 
mand where Navy, Marines, Army and 
Air Force are handing over the best in- 
formation to each other. We do not go 
on a single strike here without telling 
JOCK where we are going, how long 
we'll be there, how many planes we have 
involved. We never get tangled up in 
the area. 

Q How do you find the equipment 
when you came out here to take over? 

A I’ve been concerned most of my 
career with maintenance, and I was 
astounded to find how that works out in 
this war. Why, out here planes are oper- 
ating at 92 per cent availability—that 
means 92 per cent of all the planes we 
have are ready to go at all times. 

I want to say that those who stuck by 
the program of keeping our World War 
II planes tucked away in the desert un- 
der the palms can now see it pay off. 
Those Corsairs you saw take off on mis- 
sions today were under wraps at Litch- 
field Park, Phoenix, Ariz., when the Ko- 
rean conflict broke out. 

Q Admiral, you are fighting farthest 
north, closest to Manchuria of any 
Americans. How do you think we can 
bring this war to an end? 

A By fighting it so that the enemy 
will no longer find it worth while, or is 
no longer able to fight. 
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SKYRAIDER RETURNS TO THE CARRIER BON HOMME RICHARD AFTER A STRIKE 


‘Planes from our carriers can go anywhere in Communist Korea’’ 


JANUARY 2, 
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Chances are your household 
money will go a bit further in 
1953. Trend in living costs, over 
all, is down slightly. 

Food is the big item. Money 
saved there will be at the expense 
of farmers. City dwellers get the 
break. 

Rents may rise. So will fuel, 
maybe utility costs. For most 
people, though, a dollar should 
buy more in 1953 than it did in 
1952. 


All signs suggest a small but defi- 
nite drop in the cost of living during 
1953. This will be like a little raise in 
pay for millions of American families. 
It probably is to be enjoved at the 
expense of the U.S. farmer for the 
most part. Food is the one item that 
seems clearly destined to drop in 
price in the 12 months ahead. 

Besides a cut in the price of food, 
some small declines are in prospect for 
clothing, housefurnishings and home ap- 
pliances. They wiil all be welcomed by 
the housewife, weary from seeing how 
far she can stretch a dollar. 

Utilities, however, are headed 
upward. Fuel prices probably will 
stay about the same. It will cost 
just as much to operate the family 
car. Rents are likely to rise another 
notch. If your rent has been under 
fairly strict control since 1942, you 
may get a real jolt when controls 
expire in April. 

The over-all drop in_ living 
costs probably is not going to ex- 
ceed 1 to 2 per cent for most fami- 
lies, as compared with the 1952 
level. It could be a little more than 
that; it isn’t likely to be any less, 
barring some big flare-up abroad, 
or a crop disaster at home, But you 
can’t count on a drastic decline in 
the cost of running the family. 

A 2 per cent drop in living costs, 
for a family spending $60 a week, 
means a $62 annual raise for that 
family. A family that spends $80 a 
week stands to gain $83 from a 2 
per cent decline in general costs. 
A family running on $125 a week 
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might benefit by around $130, over the 
year, from a 2 per cent living-cost decline. 

Prospects for the family’s budget stack 
up like this, as the new vear begins: 

Food prices that the housewife pays 
are gradually reflecting the decline in 
wholesale prices that started last sum- 
mer, and further declines seem sure. 
Wholesale prices broke last August. Proc- 
essed foods now average about 7 per 
cent under the August level. Retail 
prices, gradually adjusting downward, 
have fallen about 2.5 per cent in the 
same period. 

With large supplies of meat guaran- 
teed by a record livestock population on 
the farms, with a big carry-over of wheat 
and corn on hand, and with foreign de- 
mand for American food dropping, an- 
other round of food-price cuts is pre- 
dicted. 

Better cuts of beef, for instance, are 
expected to be about 10 per cent cheap- 
er by late spring. Pork, already marked 
down in some places, probably will de- 
cline a little, but not much. No change is 
forecast for lamb and dairy products. 
Cereals are due to be a little cheaper, 
barring a crop failure next summer. 

For most families, food costs represent 
one third of the budget. Any downturn 
in food prices is good news for the aver- 
age worker. 

Rents, however, are pointed upward. 
Rents in general are still low in relation 
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HER DOLLAR WILL GO FURTHER 
...@s meat prices dip 








COST OF LIVING: TO FALL? 
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Sharp Drop in Food, but Rents Will Be Higher 


to other living costs, although the aver.) 
age level rose 3.6 per cent during the 
year just ended. ‘ 

After next April 30, when remaining 7 
controls are due’ to die, another upwari) 
movement of rents is looked for. The” 
average of the rise might be around 57 
per cent, and individual increases will? 
often be 10 per cent or more. For some} 
families, the rise in rent will wipe out! 
all declines in food costs, i 

Clothing prices fell 3 per cent ii 
1952 and a larger decline could occur 
in 1953. That is the effect of lowe 
prices for coiton and wool, and _ large: 
production of synthetic fibers. Shoes 
probably will stay about the same. Hide 
and leather prices, which affect shoe 
prices, went through the wringer, look 
fairly stable now. 

Housefurnishings made from textiles 
tend to follow clothing prices rather 
closely. The trend in 1953 thus will be} 
steady to downward in prices of towels, f 
sheeis, blankets and so on, Prices of ail 
housefurnishings, including furniture, fell 
about 3 per cent in the past year. This 
January’s “white sales” of linens may 
produce some big bargains. 

Eiectricity, gas and water costs are 
creeping upward for most families, Gas 7 
and eiectricity rates rose 2 per cent in J 
1952. 

Miscellaneous expenses, the big 
group of things that take nearly a third 
of a tamiiy’s spending money,’ 
probabiy will stay about the same, 
or rise, in 1953. 

Auto-operating costs are not go J 
ing down. Licenses will usually cost | 

; 
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more, if they change at all. Tire | 
prices are stable. Auto-insurance § 
rates are higher in most States. —[ 

Bus and streetcar fares are mov: | 
ing up nearly everywhere. Medical 
care is becoming more complex and 
more expensive for most families. 
All the personal services—haircuts, 
beauty treatments, laundry—are 
geared to high wages. No decline 
is in sight for 1953. 

The tamily budget, in summary, 
is going to get a little break from a 
decline in the grocery bill, even if 
most other costs stay about the 
same. The upshot may be a | to 
2 per cent gain a real income 
for millions of families. That gain 
will not be taxed, either. it will 
be like a small, but welcome, 
raise in pay. 
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«= with LEADERS OF NEXT CONGRESS 


WHAT LAWS YOU CAN EXPECT 





A new and Republican Congress takes over at 
the Capitol on January 3. This is the Congress 
that will shape policy for the Eisenhower Admin- 
istration, coming January 20. 

It is the White House that proposes policy on 


that affect people’s lives. It’s Congress that ap- 
proves or rejects policies. 





spending, taxes, armament, all the other things 


In Congress the chairmen of major committees 
wield great power. New chairmen, with new ideas, 
now take over. 

So you can have a feel of what lies ahead, U.S. 
News & World Report interviewed some of the 
key committee chairmen of the incoming Con- 
gress. In what follows are answers to some of the 
questions you may be asking. 








REPRESENTATIVE VELDE, UN-AMERICAN ACTIVITIES 


[A Recorded Interview With Representative 
Velde (Rep.), of Illinois, Future Chairman 
of House Un-American Activities Committee] 


PEKIN, ILL. 

Q Will the search for 
subversive influences in the 
Government go on in the 
new Administration, Mr. 
Velde? 

A Of course. I’m satisfied 
that every attempt will be 
made to infiltrate the new 
Administration, just as the 
Communist Party at- 
tempted, and successfully, 
to infiltrate the retiring Ad- 
ministration. 

Q To what extent have they been successful? 

A In my opinion, to a large extent. A great many 
Communists in Government have been discharged by 
the loyalty boards, some of whom have been prose- 
cuted successfully. I believe that the Communist 
Party was partly successful in shaping our foreign 
policy as well as our domestic policy. 

Q Do you think that it’s probable that FBI records 
will now be made more freely available to your Com- 
mittee for running down subversive agents? 

A Yes, I expect that we’ll have a new era of good 
feeling between the Un-American Activities Commit- 
tee and the executive department of the Govern- 
ment—and the FBI, of course, is in the executive 
branch. 

Q As a former FBI man, you particularly have 
knowledge of those things. Would you say that the 
records of the FBI that might be made available to 
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you would be highly useful in handling the congres- ¥ 


sional end of this problem? ; 

A Yes, I do. Understand, I don’t expect that the FBI 
will make available all of their files. To operate suc- 
cessfully, they have to keep some of the material secret, 
but there are a lot of files that I am satisfied we could 
make good use of, and I am satisfied the Eisenhower 
Administration will allow us to make use of them. 

Q What has been the principal hurdle that you have 
faced in the past when trying to uncover security risks 
and Communist penetration? 

A Usually pressure emanating from the executive 
department of the Government, through the State 
Department and sometimes through the Department 
of Justice. 


Q Do you have in mind new lines of investigation? 


A I think our primary responsibility is to assist the 
new Administration in weeding out the Communists 
and the subversive influences in the Government at 
the present time. I feel that we should look into the 
field of education. That has been largely left un- 
touched up till now. 

I realize, of course, that we’re going to have a lot of 
opposition from various educators, particularly from 
the “left wing” educators, but I believe that it is a 
very fertile field for investigation and that it should 
be done. 

Q Are you referring particularly to the public 
schools or to the colleges? 

A Colleges and universities—all fields of education. 

Q But publicly supported, largely? 

A Yes, but the privately supported schools also will 
come in for attention. We’re going to make the investi- 
gation, if I have my way about it, and I think the 
other members of the Committee will agree, without 
fear of any particular university or college. 
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> Q The educational investigation you hope to make 
dour first principal line of inquiry? 
"A Yes. We might make other inquiries at the same 
e, but primarily that would be the chief investi- 
ation. 
Q Are you thinking also of any other new lines of 
vestigation that you haven't tackled in the last two 
three years? 
A Nothing particularly new that I know of. We 
ould go into the field of labor much more than we 
lave—into the Communist penetration of labor un- 
ns, and particularly in those unions that have been 
rown out by the CIO, like the United Electrical 
orkers. They still are bargaining agents and are ina 
eat many plants throughout the country having de- 
nse contracts. ; 

= Q Has the influence of those who were sympathetic 
ith Communist aims been pretty well rooted out of 
overnment already, in your judgment? 

A No. I think that there are a lot of people in the 
yovernment at the present time who are entirely sym- 
athetic with the Communist cause. 

Q What branch today would you say is still most 
fected in that respect. 

A I would say that the State Department is still 
e one that would be likely to have more Communist 
ympathizers than any other Department. 

Q Are you satisfied with the findings of the Loyalty 
Review Board in specific cases involving China policy? 

A The Loyalty Review Board has been doing a lot 
etter now than when it was first organized. I don’t 
ay that the loyalty boards have vindicated them- 
elves, however, by actions that they take at this late 
late. I believe that the personnel of these loyalty 
boards could be changed. 

Q Do you think that the loyalty-review system— 

st speaking of the system generally—is satisfactory 
pnd should be carried on somewhat along the same 
ine after a change in personnel? 

A I understand that Eisenhower has set up a com- 

ittee to suggest some new type of loyalty board for 

€ purpose of making loyalty inquiries. Until they 
make a report, I don’t think I want to comment on 
at. 

Q On the cases involving China policy, do you con- 
template a continuing investigation? 

A Certainly. I believe that is a fertile field, too. 

Q In regard to the State Department, where you 
think the Communist sympathizers still may be lo- 

ated, do you have a specific line of inquiry in mind 

hete—in regard to the State Department itself? A 
pecific investigation of that Department perhaps? 


we 


Search for Subversive Influences ... Cuts in Spending .. . 


Slow Downtrend in Taxes ... Stand-by Controls for a While 


A I'd rather not make any comment on that at this 
time. I do know of at least one agency where there is 
some possibility that it contains some Communists or 
Communist sympathizers, but I don’t want to make 
any comment at this time. 

Q You mean an agency of the State Department? 

A Yes. 

Q What do you think about the criticism that loyal 
employes may be put in jeopardy by fear of investi- 
gation and by charges of your Committee? 

A There’s a possibility that they would be put in 
fear of investigation—I understand that—but I think 
that no one needs to worry or have any fear whatso- 
ever if he is free from any subversive influence. 

Q Is it your feeling that U.S. diplomats may now, 
with an Administration in office sympathetic to the 
work of the Committee, hesitate to make honest re- 
ports to Washington out of fear that later they will be 
punished for what they say? 

A No, I don’t think that. Any honest diplomat or 
loyal diplomat certainly would make the report as he 
saw it, and if they weren’t to do that because of fear 
of an investigation by our Committee, then they 
shouldn’t be diplomats. 

Q Is it your idea that the job of diplomats is to be 
watchful of American interests in any situation, even 
those involving Communism? 

A That’s their primary duty, to serve this country 
and not foreign countries. 

Q Lately there’s been a good bit in the newspapers 
about the United Nations situation. Would your Com- 
mittee have jurisdiction over Americans in the U. N.? 

A Certainly. Our Committee would have jurisdic- 
tion, but the question arises in my mind whether or 
not we should pursue that investigation, since the in- 
vestigation was started by the Senate. If the Senate 
committee continues to function in the new Congress, 
I personally feel we should let them go ahead with 
that investigation. 

Q In your opinion, are loyalty procedures in Gov- 
ernment adequate? 

A No, I don’t think they’re adequate. I think that’s 
been proven. In the past these people accused of dis- 
loyalty have been up for several years. If you figure 
the length of time it’s taken them to get at disloyal 
people, it calls for a change in procedures. 

Q Do you think the British and French, in particu- 
lar, are showing enough interest in security against 
fifth-column elements? 

A No, I think they have shown a lack of interest 
in security. 

(Continued on next page) 





Q Is there anything that you think we ought to do 
over here to pep up their interest in such things? 

A Well, yes. I think that, if we continue foreign 
aid, we ought to insist that they step up their loyalty 
program. 

Q You mean we should write some kind of restric- 
tions into the aid bills? 

A That’s right. 

Q It’s not going to do this country much good to 
clean out its own fifth column, is it, if its allies don’t 
show much interest in doing the same? Is that your 
feeling? 

A Yes. 

Q There's a report that you're getting set to under- 
take some kind of “thought control.” 

A In my opinion, any person can think anything he 
wants to, as long as he doesn’t do or perform any 
overt act which would be considered disloyal, and 
therefore, as far as freedom of thought is concerned, 
I think we’ll make no inroads on that freedom what- 
soever by our investigations. 

Q Have you heard anything specific about records 
being destroyed in the effort to cover up trails? 

A I understand that there is a strong possibility, or 
rather a probability, that a good many of the loyalty 
files will be destroyed. As far as I know—I have noth- 
ing specific. 

Q Have rumors come to you directly from anybody 
who knows what he’s talking about? 

A Yes, I would say that they do come from some 
people who know what they are talking about. 

Q If any of those files are being destroyed would 
that cut off your lines of investigation? 


A Of course, it would hinder the investigation but 
as you know when a report is made about seven or 
eight copies are made. 

Q There would be copies in existence probably of 
almost any report that might be destroyed, would 
there not? 

A Yes, there should be. 

Q And with enough persistence and a little digging 
any destruction of files probably could just be used as 
an indication of real guilt? 

A Yes. 

Q Do you have any legislation in mind for early in 
the session? 

A Yes I do, but I’d rather not make any comment 
on it. 

Q Could you tell us just the subject matter, with- 
out going into any detail, I mean just the— 

A I believe that the subversive-control bill should 
be amended. 

Q In some detail? 

A Yes, I don’t want to go into that in any detail. 

Q How soon do you think you might come up with 
that? Are you drawing a bill that you will put in 
along that line fairly early in the session? 

A Well, I intend to. 

Q Not right at the beginning, or—you would hold 
hearings on it, I assume? 

A Oh, certainly. I don’t know if it would be re- 
ferred to our Committee, it probably wouldn’t be, 
particularly because we have the subversive-control 
bill, you know. 

Q Will you be in shape to do that fairly soon? 

A I think so, yes. 





SENATOR McCARTHY, INVESTIGATIONS 


[A Recorded Interview With Senator McCarthy 
(Rep.), of Wisconsin, Future Chairman of 
the Senate Committee on Government 
Operations] 


WASHINGTON 

Q Do you think that the 
search for subversive in- 
fluences in the Government 
will go on, Senator Mc- 
Carthy? 

A Oh, very definitely. It 
will have to. 

Q Do you have any spe- 
cific plan for prosecution of 
that kind of search by your 
Committee? 

A It’s rather difficult to 
make any definite plans be- 
cause as of this moment I don’t know the extent to 
which the internal security subcommittee of the Judi- 
ciary Committee will continue the work it has been 
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doing. We’re going to try to avoid any duplication 
of effort. 

Q Do you feel that more FBI records may be made 
available now to your Committee and to others? 

A I’ve tried always to make it clear that I never 
have felt that the whole FBI files should in any way 
be made public. I think the information which the 
FBI has gathered about any individual whom we are 
investigating should be made available to us. But I 
think if you started to make the raw files available 
you would endanger the excellent network which the 
FBI has built up. So when I talk about making the 
files available I don’t mean spreading all that raw 
file before a committee. 

I’m interested in having good co-operation from 
the FBI and I know we will get that under the new 
Attorney General. If we’re investigating a man, we 
can go to the FBI and say, “What information do we 
have on him—what is the picture?” As I say, I’m not 
at all interested in having them spread the whole raw 
file out so we know who their informants are, who 
their agents are—that could be a dangerous thing. 
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Q What has been the principal hurdle that you have 
faced in the past in trying to uncover security risks? 

A The principal hurdle has been the complete, 
wholehearted opposition from the President on down, 
the entire Administration, their attempt to protect, 
to cover up, and their complete refusal to recognize 
the evidence of subversion when you give it to them. 
There was complete opposition to the exposure of 


any Communist because it might reflect upon the 


Democratic Party politically. I think it is very foolish 


* to assume that once the Republicans take over we 


won’t have the same problem, because these individ- 
uals will try doubly hard to infiltrate and get into 
positions of influence in the Republican Administra- 
tion. In other words, they’re not going to quit merely 
because we’ve taken over this Administration. And 
the disgrace doesn’t come when you find a Commu- 
nist, or a Communist thinker running a Department. 
The shame and disgrace commences when the Admin- 
istration tries to protect him, and I, frankly, am com- 
pletely confident now that we won’t run into that un- 
der Eisenhower. 

Q Do you have in mind new lines of investigation 
that may be undertaken? 

A Yes, I have a lot of ideas of what course we 
should follow—but I’ll have eight other Senators on 
that Committee and I would dislike very much to try 
to tell you ahead of time what we’ll do, because I think 
I should sit down and talk it over with them and have 
a Committee that works harmoniously so that we can 
all agree on what channels we should follow. 

Q Of course your Committee, by the very nature of 
its jurisdiction, will get into all kinds of operations? 

A Oh, yes, this Committee under the Reorganiza- 
tion Act is intended to be the investigating committee 
for the Senate, and what I hope to do is to conduct a 
preliminary investigation of any complaint made by 
any Senator, whether he is Democratic or Republican. 
We naturally can’t hold hearings on everything, but 
I hope we can at least assign an investigator to con- 
duct a preliminary investigation and give the Com- 
mittee a report. 

Q Do you have anything already pretty well under 
way that you contemplate throwing into very early 
hearings? 

A Yes, we have one situation, but I don’t think I 
can talk on the record about it. 

Q Has the influence of those who are sympathetic 
with Communist aims been pretty well rooted out of 
Government already, in your judgment? 

A No, I don’t think so. Out of thé 81 that I named, 
we have now gotten out 15 or 16; that’s just scratched 
the surface. The principal thing I accomplished was 
to shine the bright light on them and stir them up 
until we can take over and have a real house cleaning. 

Q Are you thinking of a continuing investiga- 
tion into the personnel who had to do with our China 
Policy? 

A Let’s put it this way: I don’t intend to go into 
anything that can no longer affect the future. It would 
be a waste of time to do that. In other words, the only 
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benefit you can gain from an investigation is: No. 1, 
to show up those who are still in positions of power 
when you’re in the minority. When you’re in the ma- 
jority, the idea is to get rid of them and change the 
planning along American lines. But to dig up dead 
horses merely for the sake of exposing the previous 
Administration when it can have no effect on our fu- - 
ture course of action is merely killing time. 

Q You said earlier that you thought Communist in- 
fluence was still pretty strong in the Government. 
Where does that center most, as of today? 

A In the State Department we have gotten rid of a 
few who have been Communists and Communist 
thinkers and fellow travelers, but there has been no 
change in the course of thinking—they’re still fol- 
lowing the same line of thought—so obviously it 
hasn’t been cleaned up. 

Q What other inquiries do you have in mind? 

A This is the first time I’ve discussed this—and I 
hope the Committee will go along with me—we are 
going into the educational system. Of course, we won’t 
have any power to order any Communist professors 
fired, or anything like that. 

QI believe the House Un-American Committee 
contemplates some inquiry into educational institu- 
tions, too. Is yours going to get into a different area? 

A We'll try to avoid any duplication of investiga- 
tion. Keep in mind, of course, that that will be the 
most unpopular, the most unpleasant task anyone 
can do, that is, exposing Communists and Communist 
thinkers—I’d rather use the words “Communist 
thinkers” than ‘“Communists,”—in your educational 
institutions, because the minute you do that all hell 
breaks loose. From coast to coast you hear the scream- 
ing of interference with academic freedom. 

And you and I know full well that there is no free- 
dom of thought, no freedom of expression on the part 
of a Communist teacher. His thinking is set forth for 
him and if he deviates one iota he is out of the party. 
So that’s a completely false claim that you’re inter- 
fering with freedom of thought, freedom of expres- 
sion when you get rid of Communists. The person 
who is trying to get rid of them and get good honest 
Americans in your schools and colleges is the man 
who is trying to promote freedom of thought and 
expression in college. So it will be an awfully un- 
pleasant task and if we get into this you will hear me 
called even a lot worse names than I’ve been called 
before—if they can think of any new ones. 

Q Was it the report that you might get into the- 
school system that gave rise to rumors that you’re 
going to promote some real thought control? 

A Of course, the minute you start exposing Com- 
munists in schools you will be accused of that, I know. 
As I said, the complete thought control is on the part 
of the Communists. 

Q What do you think about the criticism that the 
work of loyal employes is being put in jeopardy by 
fear of investigation and loose charges from Con- 
gressmen? 
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A No. 1, I always ask for the name of the loyal 
employe who has been embarrassed. No. 2, I like to 
hear what loose charge. The charges against Lattimore 
originally were “wild” charges—the New York 
Times and the Herald Tribune gave a full page to a 
review of his book, “Ordeal by Slander”—he was the 
shining example of an innocent American who had 
been falsely charged. As of today, I don’t think he is 
considered that shining example. 

Q Is it your feeling that American diplomats now 
may fear to make honest reports in Washington be- 
cause they would be afraid that later they might be 
punished for what they say? 

A I don’t think any man ever is afraid of being 
punished for being honest. The only man who wants 
his stuff kept secret is the man who is being dishonest. 

Q The job of diplomats, in any situation, you hold, 
is to be watchful of American interests? 

A Right. 

Q Would your Committee have jurisdiction over 
Americans employed in the United Nations? 

A Well, I can’t quote exactly the language that set 
up the investigating committee, but the task is to 
straighten out Government operations at all levels. I 
assume that, when we are paying this heavy share of 
the cost of the U. N., we certainly have a right to take 
a look and see what is going on there. 

Q Do you think there will be continuing investiga- 
tion of the U. N. and its employes? 

A It’s one of the things I’d be interested in—to 
know who recommended to the U. N. those various in- 
dividuals who have refused to tell whether they are 
Communists, whether they are espionage agents—how 
they got there—who gave them clearance. Now we do 
know from the grand jury’s report that most of them 
came from Government, a lot of them from the State 
Department, and the New York grand jury said, I be- 
lieve, there was a deliberate plan to place them in 
the U.N. I would like to find out who is behind that 
plan. 

Q Are you thinking of prosecuting that line of in- 
quiry? 

A It’s up to the McCarran committee, but that 
doesn’t mean we definitely will follow it. Up to this 
point I understand that [Carlisle H.] Humelsine— 
who is a security officer of the State Department—has 
refused to tell who gave those individuals clearance. 
His ground for refusing to answer was that his supe- 
rior—that would be Acheson—had told him not to 
answer the question. So far as I am concerned, we 
won’t take that answer in our Committee. I don’t think 
that Acheson or Truman or anyone can order some- 
one to refuse to answer legitimate questions before a 
Senate committee any more than they can order 
them to commit perjury or to commit any other 
crime. If our Committee is doing this task, we are not 
going to take the answer, ‘““My superior officer told 
me not to tell you.” 

Q You mean that, although Acheson or Humelsine 
or someone else in the State Department might be 
no longer employed there, you do intend to call 


them before your Committee if they’re not called by 
the internal security subcommittee, and force some 
answer as to this question? 

A Right—the question of who placed these Com- 
munists in top positions. Now as I say we won’t do 
that if the McCarran committee handles it. We get 
along very well with that committee. 

Q Is it going to do this country much good to clean 
out its own fifth columns if its allies on whom it de- 
pends don’t show much interest in doing the same? 

A Oh, yes, it will do a lot of good. Take, for ex- 
ample, Russia—naturally she will have Communists 
representing her—she has a right to. Our task is to 
get people who are for America representing us. As it 
is now, apparently, instead of good Americans rep- 
resenting us we’ve got a number of Communists and 
Communist thinkers and fellow travelers representing 
us, which means we don’t have very good representa- 
tion. 

Q Will your Committee on Government Opera- 
tions get into the whole field of Government miscon- 
duct in the executive branch of the Government some 
time or other during the year? 

A If we don’t, we’re not doing our job well. That’s 
the task assigned to us. I might say, in that connec- 
tion, it will be fairly easy for the first three, four, five, 
six or seven months, because you’re always of neces- 
sity investigating what’s happened in the past. The 
time will come, however, when we won’t be any longer 
investigating what the Truman Administration did— 
we'll be investigating what our own Administration is 
doing, and that is the time when the job will get diffi- 
cult and will be just as important, because the Demo- 
crats don’t have any monopoly on crookedness and 
dishonesty. 

Q In other words, you feel committed to investigate 
any wrongdoing by the Eisenhower Administration 
just as much as you would feel that you are obligated 
to dig out the corruption and wrongdoing of the Tru- 
man and Roosevelt Administrations? 

A If I answer “yes” to that it might sound as if I 
were intimating that there were some wrongdoing in 
the Eisenhower Administration—let’s put it this way: 
With 70, 80 or 90 billion dollars being spent, we know 
there will be crooks and grafters in any Administra- 
tion. We know that the Communists will try to pene- 
trate any Administration, and our task is to pay no 
attention to whether it is part of the Truman Admin- 
istration or part of our own Administration. Our task 
is to continue to investigate, not so much from the 
standpoint of trying to put someone in jail—and, of 
course, when you find a crook, naturally he goes to jail 
—but the principal service an investigating committee 
can perform is to discourage potential wrongdoers. 

Q In the setting up of the Eisenhower Administra- 
tion so far, have you seen any indication that you 
would be up against any roadblocks in any attempt 
to ferret out any wrongdoing there, if and when it 
occurs? 

A I’ve seen a very good sign already in Eisenhow- 
er’s order that all the top employes be carefully exam- 
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ined by the FBI. I don’t think he is going to knowingly 
countenance the employment of any individuals whose 
loyalty or whose good judgment, insofar as America 
is concerned, is even remotely questioned. 

Q Have you heard anything about records being 
destroyed in the Government to cover up trails? 

A I’ve heard a lot of reports to that effect. 

Q From anyone who might know what he is talking 
about? 

A Well, John Taber, who doesn’t have the reputa- 
tion of going off half-cocked, has made the statement, 
I believe, that he has information that records are 
being destroyed. I believe someone asked Truman 
about that at a press conference and he said if the 
records were over five years old they could be de- 
stroyed. But the record, let’s say, that Alger Hiss 
made in Government, if it were 10 years old, would 
be just es important as the record of yesterday. And 
we’ve heard many reports to that effect, but have no 


way of running them down because we have no power 
to subpoena these individuals in Government. 

Q Is there any legislation that you have in mind 
for the session? 

A I think we should extend Eisenhower’s right to 
reorganize the Government—we did that for Truman. 

Another piece of legislation which perhaps will be 
reintroduced is a bill which provides that, where the 
Attorney General agrees to do so and the committee 
agrees to it, you could offer a witness immunity from 
prosecution based upon answers he gave to a com- 
mittee. The purpose of that, of course, was to make 
it impossible for a man to come in and, when asked 
whether he knew whether John Jones was a Commu- 
nist or not, be able to say, “I refuse to answer.” You 
could offer him immunity if he would answer that. 
But, of course, the immunity would have to be care- 
fully given and the law provide for that. I hear that 
may be introduced by someone over on Judiciary again. 





REPRESENTATIVE TABER, APPROPRIATIONS 


[A Recorded Interview With Representative 
Taber (Rep.), of New York, Future Chairman 
of House Committee on Appropriations] 


AUBURN, N. Y. 

Q Do you feel that the 
Republican Congress can 
make substantial cuts in 
spending as well as in ap- 
propriations, Mr. Taber? 

A No question about that. 

Q Do you have any goal 
in mind? 

A I don’t have any total, 
but cuts could run _ into 
enormous figures. For in- 
stance, the total at the pres- 
ent time available to the De- 
partment of Defense is enough to carry on all their 
activities outside of current military personnel pay, 
etc., for over three years. There’s no possible excuse 
for any such thing as that. The Mutual Security-De- 
fense setup could run five years. Atomic Energy could 
run three years. Those things are all ridiculous. 

Q You will start on that job? 

A We have started. . 

Q You have a real determination to. get into that 
situation and save money? 

A I’ve been working on it ever since election. 

Q In your opinion, is there a good deal of waste at 
present? 

A A tremendous amount. 

Q Where is it? Where's the biggest waste? ; 

A Oh, there’s tremendous waste in Mutual Security 
and in the armed services. I’d say the biggest waste in 
proportion would be Mutual Security. 
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Q What about the huge civilian personnel in the 
armed forces? Could you whittle that down somewhat? 

A That can be cut somewhat, and we ought to be 
rid of those in the armed services—that is the military 
personnel—who are in the United States who are not 
fit for overseas service. 

Q Would you favor something like a horizontal 
cut in personnel of Government departments other 
than the armed forces? 

A On some departments, depending on which ones 
and what their picture was. Some of them have got 
to have more than others. 

Q Are you going to aim at substantial cuts in the 
nonmilitary aid being given abroad? 

A Yes, and especially their administrative setup. 

Q There are many thousands of American civilians 
employed by the U.S. Government abroad. Do you 
figure some cuts might be made in that total? 

A We found by investigation before the election 
that one group of countries had 2,000 Americans ac- 
credited to them in the State Department itself and 
only 208 accredited to us by those countries, a mani- 
festly ridiculous figure. 

Q How about cuts in the many thousands of for- 
eigners employed by the U.S. Government abroad? 
A Well that, of course, can be cut. No question. 

Q About how much of a cut would seem reasonable 
in the 2.6 million civilians in Government service? 

A Why, I don’t know. We ought to be able to cut 
230,000, at least, but I wouldn’t want to say. That’s 
only an estimate, it’s not a target. 

Q The feeling in Washington is that only a few 
thousand persons outside of Civil Service will be af- 
fected by the change in Administration. Is that a rea- 
sonably correct feeling? 


(Continued on next page) 





















































A No, it is not. We could go further. two years. In other words, we’ll either get it cleaned 

Q Is military aid to other countries likely to be held up in the next two years or it’ll be bigger, and if we 
down? get it cleaned up, expenditures will drop way down. 

A Well, they’ve got enough provided now to carry If we don’t get it cleaned up, they’ll go up. 
them for five years at the rate they are spending. That Q What's going to be the first legislation you'll 
sounds ridiculous all by itself, doesn’t it? take up? 

Q Great amounts of money already are involved in A Haven't the slightest idea. You can’t tell at this 
contracts signed for military goods and construction. stage. | 
Is there likely to be any cutting back of contracts even Q Do you think you'll fall back on the working ar- | 
though a 20 per cent penalty applies? rangement you set up in the 80th Congress of a budg- 

A I don’t know. We'll have to get into each case etary goal laid down right in the beginning of the ses- | 
and pass on it on its merits. sion? 

Q The prospect is that spending will total no more A No. 
than 76 billion dollars in the year to end next June 30 Q You will not? 
instead of the 85 billion first estimated. Is it your A It cannot be done. It was not a success then; we 
thought that this 76 billion could be whittled down to couldn’t get it through the Senate. 

70 by the— Q You'll have some emergency appropriations, 

A Unquestionably it can. some early expirations you'll have to handle, I sup- | 

Q By about how much— pose, right at the beginning? : 

A I can’t tell you offhand, but I would say that A Well, I don’t know. We’ll have to see when we get 
would be a high figure. there. | 

Q What's your guess, Mr. Taber, as to the probable Q Do you have any general investigations in mind 
spending level after the Republicans have been in to jump into right at the start? You've got some | 
office for four years—provided, of course, that no big under way now— | 
war breaks out? For instance, do you see a 60-billion A We’re going to have groups go into the different | 
spending— departments and check up on them so we’ll have some 

A Personally I think that we have got to have a idea of what we ought to do. We’re getting them laid 
bigger war or a smaller war before the expiration of out now. That’s one of the things I’ve been doing. 





SENATOR GEORGE, FINANCE | 


[A Recorded Interview With Senator George Q Republican leaders are talking about putting | 
(Dem.), of Georgia, Retiring Chairman of budget balancing first, but, of course, they still are 
Senate Finance Committee] faced by present law calling for an end to the excess- 

profits tax next June 30— 
(Republicans who will head the committees that write A The expiration dates in the present law should 

tax laws are under commitment not to talk at this time. be carried out as far as possible. It may be that some 


Senator Walter George, Democrat and long-time chair- 
man of the Senate Finance Committee, however, reflects 
the dominant view of both Republicans and Democrats of 
these committees and tells what to expect.) 


modification would have to be made in some in- ( 
stances, but I don’t believe they should be. I think the 
budget cutting can’ go right along simultaneously 
with whatever we do with taxes. 
VIENNA, GA. Q Is it your thought that the normal and surtax 
Q Do you feel that tax- rate on corporations might rise to make up any loss 
payers can be reasonably of revenue? 
confident of some tax relief A I do not think so. I think that 52 per cent normal 
in the next year or two, and surtax on corporations is as high as it should | 
Senator George? be—in fact, it ought not to be above 50 per cent. 
A Yes, I think that there But we acted under the pressure of the Korean war, 
will be some tax relief in and we didn’t want to run too much deficit, and ‘ 
the next year or two. I think therefore it went up to 52. I don’t think it should 
go above 52. | 





the immediate relief will 

probably be to permit the Q You would keep the present rates for the time 

provisions already in the being? 

law to become effective as ee A Yes, I think so, and on individuals as well. But 

they have heretofore been I think both on individuals and corporations the ex- 

written. piration date should be respected as far as it is possible 
Q Do you favor letting the excess-profits tax die? to do so and I see no reason why we can’t do so. 
A Yes, I think so—as is provided in that law. Q But the fact that you might let the excess-profits 
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tax die June 30 wouldn't change your mind as to con- 
tinuing the rates on individuals? 

A No. 

Q That would mean, of course, at the end of the 
year you would have to extend the individual rates 
as they now are? 

A Yes, that’s right. I think they should be lowered 
somewhat. And I hope that they can be lowered as we 
contemplated when we made these last increases. 

Q Under the present law the normal and surtax on 
corporations would go down to 47 per cent on 1954 
income. Will that cut be restudied, do you think, in 
the light of probable revenue needs? 

A I think that’s a bit too far ahead to judge right 
now, and I wouldn’t want to offer any comment on 
that. 

Q If the excess-profits tax dies next June 30, will 
individuals be given some relief, too, or is that tax 
being removed because it is unjust? 

A I think the individual rate should be reduced 
somewhat. 

Q Individuals get about an 11 per cent tax cut in 
1954 income under the existing law. There is some 
talk that this cut may have to be limited to about 5 
per cent. Do you have any idea on that? 

A That is a little too far ahead to foresee what the 
conditions may be. 

Q When individual income taxes are reduced, is the 
cut likely to be across the board on a percentage basis? 

A I would hardly think so. The cuts would prob- 
ably come very much as they have been put in the 
law. 

Q They would follow the normal expirations you 
now have? 

A Yes, the normal expiration of these increases. 

Q Senator, do you see much chance of a general 
sales tax? 

A No, I do not. So far as I am concerned, I don’t 
see any chance of a general sales tax. However, if 
conditions should grow worse and we had to get more 
revenue, that would be another question. I just can’t 
foresee. 

Q What are cuts in excise taxes? Is the schedule 
provided in the present law likely to stand or will 
that whole subject be restudied? 

A I think there will have to be some restudying, 
but some of these excise taxes should be reduced ac- 
cording to the expiration dates which we’ve hereto- 
fore fixed. 

Q For a long time the theme in tax policy, at least 
as directed from the White House, has been to “soak 
the rich.”” Might there be some change in philosophy 
in that regard in the period just ahead as you see the 
line-up? 

A I think the real purpose of any tax change 
should be to equalize and readjust these tax rates so 
that they will be fair and equitable on all classes of 
taxpayers. And my view of it is that that is likely to 
happen in the next few years. 

Q Do you hear of any plan for re-examination of 
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the whole Social Security program? That law was 
rewritten about 18 months ago. 

A No. I think there may be some new Social Se- 
curity legislation, but I don’t believe it will result in 
the re-examination of the whole program, unless the 
general program should be modified into a more 
pay-as-you-go program. Now that’s quite possible, 
but it’s a very difficult undertaking, and I think as the 
Congress approaches that problem they will see how 
difficult it is and probably won’t undertake it within 
the next two years. 

Q Do you think the program generally, though, is 
going in the right direction and is becoming more and 
more satisiactory as you doctor it up? 

A Yes, I think so. The 1950 amendments were 
rather far-reaching and they are just now becoming 
effective. I believe that there should be some changes 
in our Social Security system. But, unless we’re going 
to abandon much of what we’ve already done and go 
more directly to a pay-as-you-go program, I don’t be- 
lieve it can be undertaken within the next two years. 

Q There’s been some talk for 20 years or more of a 
broad rewriting of the tax laws, changing administra- 
tive provisions that often are inequitable. Is any- 
thing along that line likely to be acted on within the 
next year? 

A I do not think so in a transition period when 
you've still got very great tax burdens to meet, and 
when you’ve got great expenditures to meet. I do not 
believe that you can undertake a general revision. I 
think that would have to come after two years. Now 
within the two-year period I do not foresee very great 
changes in the general tax laws, administrative or 
otherwise. 

Q Senator, in your judgment, looking ahead for 
some period, would you say that pay-roll taxes are to 
stand as they are for whatever reasonable period can 
be foreseen? 

A I would think so. I’d think they would have to 
stand during the next two years. Whatever changes 
were made thereafter would have to be studied out in 
the meantime. I don’t think they can be drastically 
changed within the next two years. 

Q To get away from taxes for a moment, you'll have 
reciprocal trade agreements coming up again this 
year. Is that act likely to be extended with only mod- 
erate changes? 

A I rather think so. I do not believe there is much 
disposition to repeal it outright or to eliminate any 
of the provisions in it. Some of them are not so work- 
able, but for the most part I think the Reciprocal 
Trade Agreements Act would be extended with only 
minor modifications. 

Q Do you think there may be a bit more assurance 
of protection for the industries that can show they’ve 
been hurt by war conditions? 

A I think that’s right. I think it’s more an admin- 
istrative problem now than it is legislative. 

Q I believe you have a customs bill coming up 
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which was passed by the House last year and was 
held in your Committee. What are the chances that 
the rewriting of the customs laws may go through 
this time? 

A I think many of the changes suggested by the 
Treasury in the Customs administrative laws are 
meritorious, and it probably will go through in a modi- 
fied form, but not as comprehensive a piece of legis- 
lation as the House passed. 

Q Do you hear of any further reorganization of 
the Internal Revenue Bureau? 

A No, I don’t hear of it. It isn’t working so well, but 
then they haven’t really put it into effect except in a 
few districts. But it isn’t working too well and there 
might be some changes in that. 

Q Is there anything we haven't touched now in your 
general area that probably ought to be brought in, 
anything that: occurs to you that we ought to bring 
in? 

A I think the important thing is, first, the reduc- 
tion of the spending budget and the elimination of 
the tremendous carry-overs which have been built up 
through the years under the pressure of hysteria more 
than reason. I also think the great big problem be- 
fore us is what we’re going to do with this Korean 
war. I think that’s one of the biggest problems before 
us and it is, of course, a nonpartisan issue and must 
be so regarded. But we’ve got to re-examine that whole 
problem with the view of bringing some end to the 
fighting there and the sacrifices at some time. 

Q Have you heard of any real solution to that? 


A No, I couldn’t say. I’m not on any committee 
that deals with it. My function primarily, of course, is 
on the Finance Committee and Foreign Relations. I 
do think we’ve got to cut foreign spending and we 
might as well frankly face it. And I do think also 
that you’ve got to cut the budget, and I’ve no sort 
of sympathy with any suggestion that the budget 
can’t be cut, or, if cut at all, no more than some- 
thing like 4 or 5 billion dollars—the oudget can be 
cut from 8 to 10 billion dollars without any serious 
harm, anywhere. 

Q In doing that, Senator, where would you cut 
most heavily? In the foreign outlays? 

A You'd have to cut in your foreign outlays and 
in your military expenditures. And those problems 
have got to be faced frankly if we are to get any- 
where. 

Q Do you favor continued aid for nations abroad? 

A Not on the same scale, and not without some 
discrimination as to where we’re going to spend it 
abroad. 

Q What's the basic trouble with our foreign policy? 

A Of course, it’s been built around big spending. 
We've given to every nation in the world without 
any real discrimination as to whether or not it will 
be helpful to them or helpful to us or helpful to the 
world, and I think we’ve got to re-examine the whole 
thing. Our expenditures abroad have got to be limited 
very largely to military expenditures—that is, to 
defense programs that will be helpful, not only to 
the world, but to ourselves, especially. 





SENATOR CAPEHART, BANKING 


[A Recorded Interview With Senator 
Capehart (Rep.), of Indiana, Future Chairman 
of Senate Banking Committee] 


INDIANAPOLIS 

Q Do you feel that it will 
be wise to keep stand-by 
price and wage controls on 
the books, Senator Cape- 
hart? 

A Until the Korean war 
is settled. If the Korean war 
is settled before April 30, 
then we certainly don’t need 
controls. As long as we are 
at war, as we are at the mo- 
ment in Korea, I think it 
would be wise to take out 
an insurance policy by having stand-by controls, so 
that the President or the Congress or both, under 
certain conditions, can put those controls into effect. 

Q Do you think that the controls should be acti- 
vated if just a “cold war’ is under way? 

A I would not be in favor of controls during a cold 
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war, only during a shooting war such as we have in 


Korea. 


Q Do you think it would be necessary to continue 
to control both salaries and wages? 

A You can’t control prices unless you control 
wages, and vice versa. 

Q Would these controls be only stand-by controls? 

A Well, only stand-by as long as the Korean war is 
going on, and then apply them strongly only under 
certain conditions if the Korean war develops into a 
big war. 

Q What about the period before April 30? You are 
going to take over, of course, as of the first of the year 
—are most controls really going to be dormant be- 
fore April 30? . 

A I can’t answer that. That’s a matter for the Presi- 
dent to answer. The President has the authority, you 
know, under the present law to discontinue controls 
any time he wants to. Now that’s entirely up to the 
new President as to whether he discontinues them be- 
tween now and April 30, and up to the Congress as 
to whether they want to repeal the law. 

Q What about rent control? Will you favor con- 
tinued control? 
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A It falls in the same category as price and wage 
control. 

Q Is the present rent-control law pretty good inso- 
far as control laws go? 

A I don’t know. I never was satisfied with it, but it 
does under certain conditions control rents. I think 
they have been very unfair in many instances to the 
landlord. 

Q Do you think that some scarce materials will 
continue to be allocated for as long as we're in our 
present predicament? 

A It all depends upon the supply of the materials 
and the needs or the requirements of the military. 
Materials should be allocated only if there is a short- 
age, and that depends entirely upon the supply. 

Q Senator, your Committee covers a wide range of 
subjects from controls to money. Are you interested 
in any of the various plans to make more use of this 
country’s stock of gold? 

A I haven’t come to any specific conclusions, but 
I’m interested in it and I’ve been studying it. 

Q Do you plan any investigations any time soon, 
any early hearings? 

A No plans at the moment. 

Q What do you think about suggestions that the 
price of gold be raised above $35 an ounce? 

A I want more facts on that. We certainly would 
hold hearings on it if enough people are interested. 

Q A good many people have suggested using part of 
the gold stockpile to back up a big new fund to stabi- 
lize world currencies. Do you have any general reac- 
tion to that? 

A I would want to get more facts on it than I have 
at the moment. 

Q Would you favor a return to the old gold stand- 
ard where people can turn their dollar bills into gold 
whenever they want to? 

A I think it has some merit, but there again I 
would not want to make a flat statement on it until 
I have studied the problem. 

Q What do you think is the best way to make sure 
that the dollar is a good dollar—a stable dollar? 

A The best way to do that is to balance the budget 
and start reducing the national debt and get prices 
reduced. The value of the dollar is based upon the 
price of goods that the dollar buys. Nothing has hap- 
pened to the dollar. It’s the cost of goods that’s 
changed the value of the dollar. 

Q I saw a report the other day that purported to 
give your reaction on interest rates. Are you in favor 
of a policy that would allow interest rates to go up? 

A I think we are going to be forced to increase 
some interest rates in order to get sufficient money to 
carry the building of new houses. I think we are go- 
ing to be forced to do it in order to handle all the 
mortgages that are going to be available and should be 
available for new houses. 

Q Would you still accept some rise in interest rates 
even though it costs the Government more in interest 
payments? 
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A I rather think possibly so. I see both sides of it, 
and I’m not happy with either, but there comes a 
time, you know, when a man must make a choice. 

Q Is there likely to be opposition to the idea of 
turning more of the Government debt into longer- 
term bonds instead of the short-term notes? 

A I wouldn’t think so. 

Q That will mean bigger interest charges, of 
course, but— 

A That’s one way to control inflation. 

Q Will there be any big changes in housing pro- 
grams when the Republicans take over? 

A I don’t think so. I don’t know how other Repub- 
licans feel, but personally I think we want to go slow 
and easy and take a good look at the facts. 

Q Are larger down payments likely to be required 
on houses? 

A I wouldn’t think so. 

Q Should mortgage terms be tightened somewhat 
to require amortization of loans in a shorter time? 

A They might well be. I certainly am not in favor 
of any longer terms for repayment and I would like 
to take a good look at the facts, having in mind maybe 
shortening them. 

Q Your Committee has debated the future of the 
Reconstruction Finance Corporation. Do you think it 
ought to give it another lease on life? 

A I think we ought to take a good look at it again, 
and there again I don’t think we ought to move too 
fast. 

Q Generally speaking, do you foresee a need for 
such a Government lending agency in the future? 

A I rather think under certain conditions, yes. 

Q On housing again, would you think that public 
housing is likely to be continued? 

A There again I think there are certain situations 
of slum clearance, and, where there is a tremendous 
shortage, that it might well be considered. 

Q What are you thinking of having the Committee 
do first? 

A I would think price, wage and rent controls must 
be restudied. 

Q You'll get into those in the early hearings? 

A Yes. We certainly are going to give everybody 
an opportunity to be heard who should be heard. Per- 
sonally, I’m going to have no part of railroading any- 
thing through without giving the interested parties a 
chance to be heard. f 

Q Do you have in mind any very specific mnie 
in laws that we haven’t mentioned? 

A I don’t know that I do at the moment, except r d 
like to see better administration and more practical 
administration—more flexibility of administration. 

Q Is there anything you can do legislatively that 
would bring that about? 

A I can’t answer that at the moment without study- 
ing it. I presume we could, of course, by writing into 
the laws more specific rules and regulations under 
which the Administration would operate. 


(Continued on next page) 





[An Interview With Senator Wiley (Rep.), of 
Wisconsin, Future Chairman of Senate 
Foreign Relations Committee] 


WASHINGTON 

Q Should Eisenhower 
agree to talk to Stalin be- 
fore more is known about 
the price the Russians will 
ask, Senator Wiley? 

A Stalin’s statement 
seemed to be the same old 
line. There is nothing defi- 
nite and concrete on which 
to base even a beginning of 
negotiations. If he had sug- 
gested that he was willing to 
withdraw the Chinese forces 
from Korea, and stop interfering elsewhere on the 
globe, more hope might come from his suggestion. The 
Chief Executive may have facts I don’t have that very 
well might lead to negotiations anyhow. 

Q Do you feel that the Korean truce talks are dead 
for good? 

A I am not in a position to express any final com- 
ment as to what our highest military and diplomatic 
leaders personally think of the prospect of further 
talks at Panmunjom. I am sure of this, however, and 
that is that, until the Kremlin and its puppet, Red 
China, are impressed by strong, new action on our part 
—action which will make it unprofitable for them to 
continue the war—then they will continue to use Pan- 
munjom as strictly a propaganda sounding board. 

In other words, the truce talks could obviously long 
ago have ended in success if the Red Chinese and 
their Soviet masters had so intended. We have got to 
make it disadvantageous for the Soviets from their 
standpoint to continue in their present position—dis- 
advantageous in terms of cost to them. 

Q Can you see any early end to the war in Korea? 

A I am no prophet or the son of a prophet, and so I 
cannot predict the outcome. I want to point out, how- 
ever, that, to Soviet Russia, Korea is but one pin 
point, but one small peninsula on the vast perimeter 
of the world. The Russians are no doubt planning new 
flare-ups at other points on the perimeter. They may 
liquidate one venture (as they did in Greece) and 
start in on other ventures; and we must be fully pre- 
pared against any possible eventuality. 

At any rate, let me point out that our defense of 
South Korea has upset the Soviet timetable and has 
no doubt at least delayed a projected invasion of 
Southeast Asia. 

Q Is it necessary, in your judgment, to insist that 
other countries show more interest in helping us deal 
with the Communist problem? 

A Absolutely, yes. Unfortunately, too many of our 
allies still have a foggy idea of what Communism is 
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and what it intends. Too many of them think of the 
Communist Party in their own countries as just an- 
other parliamentary party, rather than as an agent 
of Soviet world revolution. In effect, too many of our 
allies have blinders on their eyes. 

Q As you see it, are the Communists continuing to 
hold the initiative and to make gains? 

A Unfortunately, yes. It is they who are still choos- 
ing the “field of battle,” so to speak. It is they who 
invariably initiate the propaganda barrages, against 
which we have to defend ourselves. It is they who 
continue to win support among ex-colonial peoples 
against the Western lands. However, let me point out 
that the Reds have annexed no new lands since their 
conquest of China and that, at least in Europe, our 
Greek-Turkish aid and the North Atlantic Treaty 
have held the line firm against further advances. Un- 
fortunately, the dreadful loss of China is proving in- 
creasingly grave in terms of the whole world picture. 

Q Will you insist that the United Nations do more 
to keep Communists from using it as a sounding board 
for attacks on the U.S.? 

A I will very definitely try to have the U.N. recog- 
nize that the Soviet Union is principally using the 
U.N. as a sounding board for a propaganda attack 
against the United States. I will urge that careful 
consideration be given to possible new U.N. rules of 
procedure so as to minimize Red use of that sounding 
board to the greatest possible extent. Of course, the 
U.N. must remain a free forum of debate, and so 
long as we can answer lies with the truth, we can be 
confident in the worth-whileness of the forum. That 
does not mean, however, that unmitigated slanders 
should be permitted against the United States. 

Q Are there too many Communists and fellow 
travelers employed by the United Nations for its 
own good? 

A Very definitely, yes. There are still too many 
Communists and highly suspected fellow travelers, 
inside the U.N. Secretariat and inside the U.N. spe- 
cialized agencies, for the good of these organizations. 
As a matter of fact, one such individual is one too 
many. This does not mean, however, that there should 
be a cloud over the mass of honest, hard-working, 
dedicated individuals employed by the U.N. Secre- 
tariat or by the international civil service of the spe- 
cialized agencies. As usual, it is a Communist mi- 
nority which is destroying the good name of the over- 
whelming mass of worth-while employes. 

Q Are you serious in suggesting that the contribu- 
tion by the U.S. to the U.N. will be cut if something 
more is not done to. stop the use of the organization 
as a spy haven? 

A Let me sharpen that question somewhat. Let me 
point out that I never “suggested” that the U.S. con- 
tribution to the U. N. would be cut unless decisive ac- 
tion were taken on the espionage and subversion prob- 
lem. I predicted that such might be the case unless 
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constructive action were taken. My prediction was no 
idle speculation or an idea initiated by myself alone. 
It was based upon specific reports which had already 
come to me from other Senators and Representatives 
who were absolutely aroused by recent disclosures of 
Communist activities in the U.N. 

In other words, I, in effect, realistically reported 
that a congressional storm is on the way and that 
what must rightly be done is to reassure the Congress 
that everything is being done that could be done. The 
Congress must have that reassurance or else I pre- 
dicted a rider would be introduced to condition dis- 
bursement of U.S. funds on the setting up of a sound 
security procedure. 

I am extremely hopeful, however, that such a pro- 
cedure will indeed be set up and that the problem will 
be licked once and for all, with the integrity of U.N. 
appropriations fully preserved. I have pointed out 
that the attachment of riders is a dangerous practice 
because it encourages other nations to do likewise. 

Q Was it probably a mistake to have the U.N. set 
up headquarters in this country? 

A I don’t believe that it was a mistake to have the 
U.N. set up headquarters in this country. Most na- 
tions recognize that it is our country which is the 
greatest single bulwark of the United Nations. U.S. 
public understanding and support of the U.N. are 
therefore essential. Having the U.N. close at hand has 
been a great help toward our people’s recognition of 
U.N. problems. 

However, it is clear that the Russians craftily fore- 
saw that by placing the U.N. inside the U.S., they 
could slip in many of their’ agents. But there is no 
reason under the sun why our own and the U.N.’s 
officials should not have been alert to this danger of 
the Soviet’s misuse of the U.N.’s headquarters on 
our soil. 

Q Will you try to influence other allied countries 
to add to our forces in Korea? 

A Yes, I believe that fellow members of Congress 
and I, in conjunction with the State Department and 
the Pentagon, will and should urge upon allied coun- 
tries that they contribute larger numbers of man pow- 
er and matériel to the common U.N. struggle against 
Communism in Korea. 

There is no question but that the U.S. has been 
contributing a disproportionately heavy share of the 
load, particularly in precious man power. 

Q Do you favor giving Communist China member- 
ship in the U. N.? 

A I 100 per cent oppose giving Communist China 
membership in the U.N. To do so would, in my 
opinion, be a disaster and a violation of every prin- 
ciple of morality which we hold dear. It would be like 
giving a deputy sheriff’s badge to a killer. 

Q Do you favor giving Formosa to the Communists 
as a prize for ending the war in Korea? 

A I 100 per cent oppose giving Formosa or one acre 
of soil anywhere to the Communists as a prize for 
anything. I 100 per cent oppose appeasement of Red 


China, of Soviet Russia or any other Communist gov- 
ernment. 

Formosa is a key to the security of the Pacific, and 
even our State Department—which for so long was, 
to say the least, blind on this issue, has belatedly 
recognized that fact. 

Q How do you justify the United Nations in per- 
mitting Russia to try to sabotage the war that the 
U.N. is fighting? 

A I do not believe that Russia has been permitted 
to sabotage the war in Korea. At the very outset, in 
June, 1950, care was taken so that the U.S. military 
effort in Korea would very definitely not be subject 
in the slightest to Soviet interference. And so we have 
run the military operation in Korea from the Pen- 
tagon and definitely not from U. N. headquarters. 

Q What are the chances of passage for the St. 
Lawrence Waterway this year? 

A The chances are good but not rosy. I earnestly 
hope that the 83d Congress will see final victory for 
the Canadian-U. S. St. Lawrence Seaway and Power 
‘Project Plan. I am convinced that we have picked up 
considerable strength for the Seaway legislation and 
that with strong backing from the White House, we 
can end the three decades of obstructionism by selfish 
lobbyists who have blocked this great project. 

I do not think, however, that a realistic appraisal of 
our chances can ignore the fact that there are power- 
ful forces still arrayed against us and that the House 
Rules Committee is a particularly difficult problem 
insofar as bringing the legislation up for final action. 

Q Is there any important change that you will try 
to make in existing foreign legislation other than those 
indicated above? 

A Let me suggest by way of an answer that the 
basic condition that we will try to bring about is not 
so much as regards specific legislation, but as regards 
our whole approach. 

When I am chairman of the Senate Foreign Rela- 
tions Committee, it will be my intention to try to 
make that Committee an effective check and balance 
on the Administration—in the very highest sense of 
that term “check and balance.” This means that there 
must be new vitality in the Foreign Relations Com- 
mittee. It means that we must strengthen our Com- 
mittee staff so that it serves to gather the necessary 
facts for us (preferably by firsthand visit) on which 
to help us base our most considered judgment. 

It means that, to the greatest possible extent, Com- 
mittee members themselves must visit areas of the 
globe and become expert in particular regions. The 
organization of the Committee along the lines of 
geographic subcommittees is a framework which I 
myself had originally suggested many years ago. I 
want to see these geographic subcommittees in the 
strongest possible position to take up with the geo- 
graphic divisions of the State Department our whole 
future policy. 

I want us to work as a team with the Administra- 


(Continued on next page) 








JANUARY 2, 1953 








ee. MRE ee ee 


tion while reserving, of course, our right to render 
independent criticisms and take other independent 
actions. 

Q Will you favor continued aid for nations abroad? 

A I very definitely will favor continued military 
aid. Moreover, I will definitely favor continued off- 
shore procurement of military supplies and equipment. 

At the same time, I firmly believe that the level of 
our future aid will have to be determined in major 
part by America’s own critical budget situation. In 
other words, America must balance the budget and 
stabilize the dollar. The fate of the world’s economies 
depends upon our dollar; and so we cannot allow the 
American greenback to go further on the toboggan. 
Of course, we will want to fulfill our commitments 
throughout the world, but we dare not forget our own 
financial situation at home. 

Q Do you have an idea as to what might make this 
country’s foreign policy more successful? 

A That question covers the whole waterfronts, but 
I think that part of the answer may consist of the 
following: 

(a) Have genuine bipartisan consultation—not just 
as a token formality and not after acts have been 
committed, but before they are under way. Have the 
executive branch (which, under the Constitution, 
spearheads foreign policy) truly advise and consult 
with the U.S. Senate. 

(b) Appoint a high-strategy Foreign Policy Plan- 
ning Board which will, in consultation with the Secre- 
tary of State, analyze the principal long-range trends 
of American foreign affairs. Have on this Board our 
best military, diplomatic, political, economic brains— 





from both Government and private life. Free the Gov- 
ernment experts on it from routine day-to-day tasks 
so that they really have time to study and think about 
the big problems. 

(c) Recognize once and for all that the Soviet 
Union respects only strength—only decisive actions; 
that it ignores mere words, mere resolutions, mere 





“paper armies.” Talk “turkey” with the Russians in- 
stead of diplomatic double talk, and back up our talk © 


with real military and political strength. 

Q What generally has been wrong with our foreign 
policy as administered in recent years? 

A I believe that the answer to that question is con- 


tained in my previous answer. However, let me add | 


that the Administration’s preoccupation with Europe 


eats 


and ignoring of the developing disaster in Asia was a | 


calamitous blunder. 

Q Is any progress being made in your judgment in 
winning the “cold war’’? 

A It is a touch-and-go proposition. We have won 
on some fronts of the cold war and lost badly on 
others. 

By and large, we have far too often been on the de- 
fensive. We have had to defend ourselves against an 
avalanche of lies such as the false accusation about 
our alleged use of bacteriological warfare. 

In addition, we have never made the progress that 


we should have made in the so-called ‘‘neutralist” | 


areas, such as India, Indonesia and in other key coun- 
tries. 

On another crucial front, we have lost considerable 
status in North Africa, which is in increasing ferment 
against the Western powers. 





REPRESENTATIVE McCONNELL, LABOR 


[A Recorded Interview With Representative 
McConnell (Rep.), of Pennsylvania, Future 
Chairman of House Committee on 
Education and Labor] 


PHILADELPHIA 

Q First, do you feel there 
will be any extensive change 
in the Taft-Hartley Act, Mr. 
McConnell? 

A I hesitate to talk very 
much because I just don’t 
know the sentiments of the 
possible new men on our 
Committee. I know pretty 
much the thinking of our 
present members, but we’re 
down to four or five men. 

Q So you can’t know 
what new members you're going to have yet? 

A No, I don’t know a single new member coming 
on to our Committee. And I’d sort of like to caucus 
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with them and discuss a few things generally to get 
their background and general ideas before I say what 
would happen in the Committee. I know my own | 


views on a lot of things but I don’t know theirs. 
Q About emergency. strikes, do you feel that the 
present method of dealing with big strikes is adequate? 


A No, I don’t. I think the scope of it has to be en- | 
larged. I lean toward the general idea of keeping the | 


parties guessing so that they will have more of a tend- 


ency to settle things themselves. If they have a known | 


route and a known board to come to at the end, they 
have a tendency to avoid sincere collective bargaining 
in order to get to this final board or final process, 


whatever it might be. If they do not know what the | 
process is likely to be in advance, there is more of a | 


tendency for them to get together themselves and 
really bargain it out. 

Q Would you keep the present injunction provision 
—that is, barring emergency strikes for 80 days? 

A I think there would have to be in all probability 
some type of injunction procedure in the law for pos- 
sible use. This all involves, in my judgment, some 
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type of discretionary processes available to someone 
in authority, probably the President. He would be the 
logical one. When you come to the point where the 
national health and safety and welfare of the nation 
are involved, you’ve got to have somebody in the 
final analysis to act. Among the group of processes 
available to them I think, undoubtedly, would have 
to be some type of injunction. 

I can see the need for a good safeguard around the 
use of injunctions. I don’t see how you can avoid the 
use of injunctions in certain types of disputes. But 
the big problem is to be sure that they are safeguarded 
so that they are not used unfairly to the harm of 
someone. I think labor has that worry, and I think we 
tried to do that in the Taft-Hartley Act but some of 
the labor leaders feel that they do not have the proper 
safeguard yet. 

Q Is there any chance that a seizure provision 
might be added to the present law? 

A That’s a possibility. I have never been too favor- 
able to the idea of seizure written into a law, but it 
might be one of the processes to be considered. I don’t 
know how many procedures should be available in 
attempting to cut down on national-emergency strikes. 
Those are the tough situations in labor strife to deal 
with. 

Q If seizure should be a part of the process in deal- 
ing with these emergency strikes, would you let the 
Government have the power to change wages and 
working conditions while it held a plant? 

A Well, the only danger with that—and the thing 
we are trying to avoid so much—is to have a form of 
compulsory arbitration. 

If you’re going to have the Government seize, and 
then set wages and prices during the period, you can 
very easily get into what might be termed a form of 
compulsory arbitration. That’s what makes this whole 
situation of national-emergency strikes so difficult to 
deal with. 

It’s so easy to get into a form of totalitarian action 
by Government, you see, where they go in and just 
take command of labor-management relations. You 
have that danger to avoid and at the same time you’re 
trying to protect the public interest, which makes 
this such a matter of delicate handling in order to 
preserve what we speak of as our American-republic 
ideal, which is one of balance. 

Q On this general question of industry-wide strikes, 
do you think that Congress might eliminate them by 
making it illegal to bargain on an industry-wide basis? 

A That is a tough question. Industry and labor are 
both divided on the handling of industry-wide bar- 
gaining. I really don’t know yet what will develop. 

Q Do you think the antitrust laws might be made 
applicable to labor unions? 

A That is one of the suggestions to deal with na- 
tional-emergency strikes and is also suggested as a 
method of making unions responsible for their ac- 
tions. I don’t really know whether that will be adopted 
or not. 


The antitrust provisions of the past are very slow- 
acting provisions, as you know. They drag out in the 
courts for years and years. Actually, what you are 
getting at, I would think, in connection with an anti- 
trust provision, would be a restraint-of-trade prohi- 
bition. 

Q If industry-wide bargaining is not eliminated, 
do you think it might be restricted somewhat? 

A I don’t know. This certainly will be considered 
in hearings, but what the final result will be I wouldn’t 
want to guess yet. 

Q Do you favor a return of the “closed shop’? 

A Well, the “closed shop” matter is still very con- 
fusing. I have never liked the broad general principle 
that, in order to get a job, a person has to join a union. 
But when you get into the idea of having skilled 
artisans and a guild idea, then you have certain parts 
of it which are more appealing. There are a lot of peo- 
ple who are arguing for certain types of “closed shop” 
where there is an agreement between labor and man- 
agement under certain safeguards so that a man will 
not have his economic livelihood taken away from 
him. 

The one part of the ‘closed shop” which is so un- 
pleasant is that a man might be black-listed in various 
jobs over the country because there is some dispute 
with the union, and under a “closed shop” agreement 
he cannot get a job. This is a form of economic com- 
pulsion which is distasteful. 

Q Is it likely, do you think, that the non-Commu- 
nist affidavit may be required of employers as well as 
of union officials? 

A Yes. That would not be a difficult one to get. I 
think that is universally agreed on, and there would 
be no argument there. 

Q In this case, would you strengthen the oath to 
stop Communists from resigning from the party one 
day and signing the oath the next day, as apparently 
has been done in some cases in the past? 

A I think the provisions we have now should be 
tightened in that respect. 

Q Is there any way that Communist-led unions can 
be prevented from operating in defense plants? 

A There ought to be a way, but I don’t know just 
what the best approach would be. 

Q What do you think about a change in the section 
of the Taft-Hartley law that prevents strikers from 
voting? 

A We try to give him a certain time, as you remem- 
ber, in the Wood bill. We permitted a striker to vote 
as long as he had not been replaced for a period 
of six months. In other words, he couldn’t be deprived 
of his right to vote for at least six months after he had 
been replaced. There would have to be a legitimate 
replacement working for a period of six months be- 
fore he would lose his vote. 

Q Do you favor reorganizing the National Labor 
Relations Board, Mr. McConnell? 

A Do you mean personnel? 


(Continued on next page) 









Q Yes, and perhaps policywise, too. Do you have 
any policy changes in mind? 

A Of course, I have always believed that there 
should be a division of authority so that a board 
would not be investigator and prosecutor and judge 
ind jury, all in one. That’s the reason I voted for the 
separation of power in the NLRB and the Taft-Hart- 
ley Act. I’m leaning toward the idea of having the 
NLRB act as a determining body for representation 
cases only and put the prosecution and enforcement 
part under the Department of Justice. I have been 
thinking very seriously about it, as a good method of 
reform. 

Q In a reorganization do you think the present 
members should be kept, or would you start all over, 
from scratch, if possible? I believe those are term ap- 
pointments? 

A Yes. I imagine there will be replacements. Nat- 
urally, a new Administration would probably have 
some of its own people in mind. That’s under the 
executive branch of the Government, of course. 

Q Would you change the powers and duties of the 
General Counsel of the Board? 

A If we adopt the idea of putting it under the De- 
partment of Justice for prosecution and enforcement, 
you would probably alter the powers of the General 
Counsel, if the General Counsel were retained. I 


haven’t studied that thoroughly, but I am considering 
that in my mind as a possible change in the setup that 
we now have. 

Q Do you think that wage controls will be con- 
tinued after April 30? 

A As it looks right now, I would say no. I don’t 
know how it will develop—what the world-wide sit- 
uation will be in that time. 

Q Do you envisage any effort to revive the Wage 
Stabilization Board? 

A The problem facing the Board at the present 
time is one of disposing, I believe, of about 10,000 
cases. They are hanging in the air, at the moment. 

Q What do you expect your Committee to take up 
first, Mr. McConnell, or have you given it any thought? 

A Yes, I anticipate the starting of hearings fairly 
soon—that is, about the first week in February—on 
the Taft-Hartley law and labor-management re- 
lations in general, and I’m planning to have exten- 
sive hearings—really go over the subject from stem 
to stern. 

Q That would be pointing toward a general over- 
hauling of the labor-relations law? 

A As a result of those hearings I anticipate and 
hope that we will bring out a bill which will either 
revise the present law or, if it gets too complicated by 
such a process, then to rewrite many parts of the law. 





SENATOR BRIDGES, APPROPRIATIONS 


[A Recorded Interview With Senator Bridges 
(Rep.), of New Hampshire, Future Chairman 
of Senate Committee on Appropriations] 


CONCORD, N. H. 

Q Can there be substan- 
tial cuts made in spending 
as well as in appropriations, 
Senator Bridges? 

A I think there can be 
cuts made in expenditures as 
well as in appropriations, 
but it will be more difficult 
to do it because you’re deal- 
ing with charge accounts of 
the previous Administration. 

Q Have you a goal in 
mind? 

A No particular goal until we get to Washington. 

Q Will there be a real determination to save money 
somewhere? 

A Absolutely. We’re going to save money. We’ve 
got to. 

Q In your opinion is there a good deal of waste at 
present? 

A A good deal of waste and a great deal of dupli- 
cation. 

Q Where do you think the biggest waste might be? 


United Press 


A It’s all through the network of Government. It’s 
woven into all the departments to a more or less de- 
gree. What we’ve got to do is to make a study and do 
a scientific approach to this budget and spending 
problem, because on a net basis can you make the 
cuts and retain the efficiency of Government without 
impairing any of the very necessary and vital func- 
tions? 

Q You referred to duplication. Do you have any 
specific area of Government in mind? 

A I have hundreds of cases that have been called 
to my attention. They are too numerous to go into 
them now, but we expect to develop them this year 
and in following years as we get to them. 

Q Do you have the opinion now that tax cuts could 
be made before the budget is balanced? 

A No, I think the budget should be balanced first. 

Q As you see the picture right now, does that mean 
that you would be able to make any tax cuts this 
year at all? 

A No, I think it would mean that you should de- 
velop this program so that you can bring about tax 
cuts in 1954, but I doubt you can bring them about 
this year. 

Q Do you think there’s any possibility of balanc- 
ing the budget this year, in ’53? 

A I hope so, but I couldn’t say for sure till I see 
what we’re up against. 
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Q What about the huge civilian personnel in the 
armed forces? 

A I think that you can whittle down the civilian 
personnel all over and I’m sure you can in the armed 
forces as well. 

Q Will you favor something like a horizontal cut 
in personnel of Government departments other than 
the armed forces? 

A I don’t know. That will come in as we approach 
the problem and know more about it. I think we’ve 
got to see the picture and make surveys before we can 
determine exactly what we can do, but roughly and 
generally speaking I’m sure that we’re going to make 
substantial cuts in the personnel of most federal de- 
partments. Some of them may be gradual. I mean we 
may make a start this year and then more in subse- 
quent years. 

Q Your answer suggests that you do think there 
should be some selective system of cutting all the way 
through— 

A Yes. 

Q Are you to aim at substantial cuts in nonmilitary 
aid abroad? 

A That’s got to bear its burden of cuts. We’ve 
got to adopt a policy recognizing that this is a 
mutual-aid program, and that we’ve got to expect 
and should receive the co-operation of the countries 
with whom we’re co-operating. It shouldn’t be a one- 
way street. 

Q Senator, there are estimated to be many thou- 
sands of American civilians employed by the U.S. 
Government abroad. Do you contemplate some cuts 
in that total? 

A Yes. The latest figures I’ve seen would run well 
over 100,000. I would say that’s one field where you 
could make a substantial cut in civilian personnel. 

Q And there also are many thousands of foreign 
employes under this Government abroad. You're 
thinking of cuts along that line, too, I suppose? 

A Yes. ; 

Q How much of a cut would seem reasonable in the 
2.6 million figure of civilians in Government service? 
Would you think in terms of some percentage cut or 
some down-the-line economy? 

A If we can’t accomplish it in any other way, then 
I’m in favor of an across-the-board formula of cut- 
ting, but I think that if we could approach it on a 
more scientific basis, we should. 

Q In speaking of an across-the-board formula, 
would you have in mind any maximum of how high 
you might possibly go? 

A No. I’d rather look over the situation first. 

Q A feeling in Washington is that only a few thou- 
sand persons outside of Civil Service will be affected 
by the change in Administration. Is that a reasonably 
correct feeling? 

A I take it that the cuts and the changes will be 
much deeper. 

Q How about cuts in spending by the armed forces? 

A That’s one of the most difficult problems we face. 
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Q There could be spending reduction in that field, 
would you say? 

A Yes, there can be and there will be, but it’ll be 
the most difficult phase of the spending cuts. 

Q Would you look for specific recommendations 
from Eisenhower, with his special background in that 
respect? 

A Over a period of time, shortly after the first of 
the year, we’re going to introduce new legislation 
which will provide a program, an over-all financial 
program, a commission similar to the Hoover Com- 
mission on civilian departments for the over-all mili- 
tary program of the Federal Government, and which 
will include both the military program at home and 
abroad. 

Q Are you thinking of spending in that connection, 
or are you thinking about the general objectives of 
the military programs as a whole? 

A Everything. That’ll be one of the most important 
things done so far as the fiscal policy of the Govern- 
ment is concerned. It’s going to have a very far-reach- 
ing effect if it goes through and will mean a scientific 
approach to the over-all problem of spending in our 
Defense Department and for defense purposes both 
here at home and abroad. 

Q Are you thinking of what the size of the military 
establishment should be and what should be its ob- 
jectives? 

A It will cover ail phases, very much along the lines 
discussed by General Eisenhower in his Baltimore 
speech. 

Q Have you heard suggested in the discussions 
the type of person who might head up that com- 
mission? 

A Well, there’ll be a combination of scientists, 
businessmen, professional men, labor leaders, ex- 
military— 

Q You mean like General MacArthur? 

A Yes. 

Q Is military aid to other countries likely to be 
held down in any economy program that you con- 
template? 

A I think that certainly has got to bear its share of 
the cuts. 

Q Great amounts of money already are involved 
in contracts signed for military goods and construc- 
tion. Is there likely to be any cutting back of con- 
tracts? 

A We’d have to go into that more. As you know, 
our preparedness subcommittee of the Armed Services 
has gone into these various phases and we have vari- 
ous reports that will be available to the Congress when 
they meet and study this problem so that the result 
of their action and recommendations will probably 
be considered. 

Q Military spending probably will remain high for 
quite a while on the basis of the funds you’ve author- 
ized in recent years. Do you see any chance of doing 
anything to change that situation? 
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A Yes. 

Q The prospect is that spending will total no more 
than 76 billion dollars in the year to end next June 
30, instead of the 95 billion first estimated. Is it your 
thought that this 76-billion total might be cut down to 
70 billion in the year to begin next July 1? 

A I’m hopeful. 

Q And do you see any chance of getting much be- 
low that 70 billion? 

A Well, I don’t know until we get into it. This is 
all whistling in the dark until you get the figures and 
make the studies. There’s no sense in making state- 
ments of what you’re going to do. 

Q Would you think of 60 billions as the eventual 
goal, assuming that we are not going to get into a 
big war? 

A I would like to see it even smaller than that over 


a long-range period, but we certainly should shoot 
for the 60. 

Q With that kind of prospect, you do think that we 
could cut back taxes substantially? 

A Yes, absolutely. 

Q What do you expect your Committee to take up 
first? ; 

A We’re going into the general, over-all program 
first, and we’ll have to deal with carry-overs and so 
on and then approach the thing with that background. 

Q Do you have any new legislation in sight? 

A We’ve got a lot of it, but we’re not ready to dis- 
close it as yet. 

Q Do you contemplate any real changes in present 
laws other than those spending restrictions we were 
talking about? 

A We do over a period, yes. 





SENATOR AIKEN, 


[A Recorded Interview With Senator Aiken 
(Rep.), of Vermont, Future Chairman of 
Senate Committee on Agriculture] 


PUTNEY, VT. 

Q Does your Committee, 
Senator Aiken, plan to re- 
study the present farm laws 
with a view to changes? 

A We are studying the 
effect of the farm legisla- 
tion all the time. I wouldn’t 
say that we would start right 
in with a revision of farm 
legislation. There’s a_ lot 
that can be done by ad- 
ministration, and I think 
we've got to give Secretary 
Benson a chance to see what needs to be done before 
deciding whether we need more legislation or not. 

Q What about the present law providing price sup- 
ports for many crops at 90 per cent of so-called 
parity? Do you expect this level of support prices to 
be modified before the ’54—’55 season? 

A No, I don’t think there will be any effort to 
modify that during the next two years. 

Q Do you feel that price supports should be made 
more flexible? 

A Well, they will be more flexible when the tempo- 
rary extension of the 90 per cent support provisions 
of the law expire. 

Q After that should there be any supports? 

A Oh, yes indeed. I can’t conceive of a farm pro- 
gram or a stable national economy without provisions 
of farm supports when needed. 

Q How about payments to farmers for carrying out 
soil-conservation practices—do you think that they 
are all right as they are? 
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A The Republican platform emphasizes the need 
for a soil-conservation program, but puts the em- 
phasis on permanent soil improvement. In other words, 
there will be less in the way of contributions for op- 
erating costs. 

Q Do you think some savings might be made? 

A Yes. Although the Republican platform called 
for an expanded program, I think that the hope is 
that we’ll get more per dollar. 

Q Can more be done by building up farmer co- 
operatives to market products? 

A Very definitely. By the wider use of farm market- 
ing agreements and the strengthening of farm co- 
operatives, farmers should be better able to get 100 
per cent price in a free market which, in my opinion, 
is definitely superior to a 90 per cent guarantee by 
Government. 

Q You mean that more use can be made of co- 
operatives? 

A The farm co-operatives have done very well up to 
date. If the farmers will join together—exercise their 
own initiative and imagination through their own 
organization, I think that is a healthier method of 
maintaining prices than by depending on the Gov- 
ernment treasury. 

Q Do you think that it might help if farmer co-ops 
process commodities as well as market them? 

A Well, probably not, except in particular cases 
where it is necessary to get satisfactory results. 

Q There seems to be criticism of the Production 
and Marketing Administration of the Department of 
Agriculture on the ground that it is trying to run 
the individual farmer. Do you think there will be any 
changes made in that administration? 

A I don’t know. There has been a tendency for the 
PMA committeemen in certain States tu undertake to 
federalize agriculture, and that has created quite a 
lot of opposition to the PMA. 
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Q Do you think there might be some changes de- 
signed to get more control back into the farmer's 
hands? 

A Yes, and that doesn’t necessarily mean legisla- 
tion. I think that the Secretary of Agriculture can 
handle that pretty much through administrative pro- 
cedure. 

Q In general, then, do you feel that the Govern- 
ment will tend to get out of over-all direction of the 
farming business and leave more to the farmers? 

A The trend will be that way. 

Q What would you say, Senator, your Committee 
may take up first? 

A Simply establish good working relations with 
the executive branch of the Government. Relations 
have been somewhat strained during the last few 
years. 


Q Do you have any new legislation in mind for the 
coming session? 

A Not definitely. I think the new Secretary of Ag- 
riculture should be given a chance to get his own or- 
ganization set up to survey the situation, to see what 
needs to be done, if anything, in the way of important 
legislation. Of course, we always have legislation, but, 
as for the basic legislation, let’s wait and see what 
Ezra Benson finds in the Department. Give him a 
chance. 

Q Do you have in mind any investigations that 
should be started? 

A There again, I think that the Department has a 
very capable and complete staff of investigators. Let’s 
give them a chance to clean up and, if Congress can 
help them, we, of course, would be perfectly willing 
to do that. 





SENATOR SALTONSTALL, ARMED SERVICES 


[A Recorded Interview With Senator Salton- 
stall (Rep.), of Massachusetts, Future 
Chairman of Senate Armed Services 

Committee] ° 


BOSTON 

Q Do you think there is 
likely to be any restudy of 
the country’s military poli- 
cies during the next session, ° 
Senator Saltonstall? 

A Yes I do. You mean 
particularly with relation to 
the organization of the 
Chiefs of Staff and the Uni- 
fication Act as such? 

Q Yes, sir, both organiza- 
tionwise and policywise— 

A I do. 

Q Do you see any prospect of reviving the effort 
to get universal military service? 

A A great deal depends on General Eisenhower’s 
recommendations. I believe that ultimately, if we are 
going to have a system of trained reserves, we’ve got 
to have some sort of universal military training. Of 
course, there is no universal military training while 
the Selective Service law applies. 

Q So long as there is a draft} UMT may not be 
needed? ; 

A That is correct, but, if the Selective Service law 
stops, then there should be some form of universal 
military training in order to build up our Reserves 
and not have to get our Reserves entirely from those 
veterans who have already seen active service. 

Q Do you think that two years of service is too 
long? 

A I have felt that the two-year term was as long, 
certainly, as Congress would make it. I personally 
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would like to see it shortened, but, with the places 
where the men must go so far away, much less than 
the two-year term becomes awfully inefficient, ineffec- 
tive and expensive. 

Q Do you think that your Committee will show an 
interest in the fight that seems to be reviving at the 
present time between the Air Force and the naval 
aviation? 

A I think it surely will. It seems to me that we’ve 
got to take an interest in how our aviation policy is 
to be built up, if we are to lengthen our production 
and perhaps cut down the appropriations somewhat 
in the ’54 fiscal year. 

Q Do you think the aircraft carrier has an im- 
portant role to play in war? 

A I was in favor of a second aircraft carrier. 
Whether or not a third aircraft carrier is more neces- 
sary than the build-up of the Air Force—I would 
want to hear further testimony before I made up my 
mind. 

Q Do you visualize the Navy’s role as an offensive 
one, using aircraft carriers and atomic bombers, or 
do you think that it should be confined to defense 
against submarines and as an organization to convoy 
shipping? 

A I think the Navy role has proved itself as a good 
offensive one in World War II in the Pacific and 
that there are certain areas in the world where the 
Navy can well be helpful as an offensive instrument. 
Primarily the Navy must keep the sea lanes open 
and be an outer bulwark of security for the United 
States. 

Q Do you visualize any fresh investigations of waste 
in military spending? 

A I would suppose that our Committee would want 
to continue the so-called Johnson Committee with a 
Republican in charge as long as the military expendi- 
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tures were running as high as they are at the present 
time, save 50 billion dollars a year. 

Q Are you in favor of expanded military aid 
abroad, Senator? 

A No, broadly speaking, I would answer that ques- 
tion in the negative. I believe that our aid abroad 
must be, and will be, very carefully considered in 
connection with the whole idea of trying to make 
military expenditures go further and be expended 
more efficiently in the interests of our own security. 

Q Will thought be given to the problem of build- 
ing up armies of non-Communists, not necessarily 
American, as a means of reducing the load on this 
country’s man power? 

A I have always believed that Senator Lodge’s bill 
to build up good troops from citizens of other coun- 
tries who are carefully screened is one of value. The 


question is how fast to build it and how much to ex- 
pend on that one special purpose. That’s got to be 
thought out very carefully. 

Q What are your thoughts, Senator, about using 
Chiang Kai-shek’s forces where they might be most 
useful? __ 

A I would want to get the latest factual informa- 
tion concerning the condition of Chiang’s troops and 
their equipment. The last I heard, the Army’s recom- 
mendation was the correct one—that they receive 
more training and more equipment before they are 
used elsewhere. 

Q Do you have any ideas about how the war in 
Korea might be brought to a conclusion? 

A I would want to hear General Eisenhower’s judg- 
ment on that—that is, recommendations—before ex- 
pressing any opinions of my own. 





REPRESENTATIVE WOLCOTT, BANKING 


[A Recorded Interview With Representative 


Wolcott (Rep.), of Michigan, Future Chairman 
on Banking and Currency] 


WASHINGTON 

Q Do you feel it wise to 
have stand-by wage and 
price control on the books 
for use in any emergency, 
Mr. Wolcott? 

A Well, possibly so, but 
the difficulty arises in how 
to set it up. It has been my 
hope right along since the 
election to be able to set up 
a control program, if we set 
one up, in such a way as not 
to discourage business from 
long-term planning. The very existence of stand-by 
programs might be a deterrent influence for long-term 
planning. 

Q Do you think it necessary to continue controlling 
salaries or wages? 

A At present, I see no economic justification for 
continuing any of these controls—price controls, wage 
and salary controls, consumer-credit controls, rent 
controls. There’s no economic justification for con- 
tinuing them. There isn’t any longer any political 
justification for continuing them. 

Q What you're suggesting is that most controls 
will really be dormant after next April 30? 

A I think you can assume that that is going to be 
the case. 

Q Even though we may have a law, a stand-by law 
on the books— 

A We may try to work out—probably will work out 
—some stand-by controls which can be activated 


“Harris & Ewing 


either by a proclamation by the President or by a 
concurrent resolution by the Congress, or both. 

Q If you do have a continuation of rent control, do 
you think the present law is pretty good? 

A Yes, I would think so. It gives local autonomy 
to States, cities, localities generally. It may have to 
be rewritten a little bit to meet problems which they 
have run into since we enacted it, but I would like to 
think that we could let rent controls die and then 
turn the control of rents in the critical areas over to 
the departments which are managing those areas— 
Atomic Energy, for example. 

Q Is some form of materials control likely? 

A I would think so for the very critical materials— 
and there are a few of them. We’d like to think that 
we could take controls off materials so that they 
wouldn’t be allocated, but I think we’ve got to be 
realistic about it. We might be able to set up a stand- 
by allocation control program with a strong declara- 
tion of policies that would apply only to the materials 
which are in very short supply and which are critical. 

Q Are you interested in any of the plans to make 
more use of this country’s stock of gold? 

A Well, I have thought that our goal should be a 
return to some form of gold standard. I would think 
probably that it would be advisable, if not necessary, to 
have an international conference—or perhaps a series 
of international conferences—with the former gold 
countries. I doubt the advisability of the U.S. alone 
going back on gold standard. There are a good many 
hazards which we might run into in international fi- 
nance, money values which we couldn’t foresee at the 
present time which would have to be ironed out. 

I think that a return to the gold standard should be 
our goal. I think we should aim toward that. 

Q What do you think about the suggestion that the 
price of gold ought to be raised above $35 an ounce? 

(Continued on page 51) 
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65 different types of business 


— thousands of concerns—-now using Recordak microfilming 


.-. to photograph documents instantaneously—for a fraction of a cent apiece ; to simplify 


accounting routines; to save up to 99% in filing space; to increase protection, 


Retail Stores, for example, 


. RAAAAALAALLLT . . 7 . 
... are using Recordak microfilming to 


bill their “charge account” customers at 
a fraction of the former cost. 

Now ... in preparing customer-state- 
ments it’s no longer necessary for the 
billing clerk to describe and post each 
item on each sales check. Only the sales 
check totals are posted. The sales checks 
are microfilmed ... and then sent out to 


the customer with the concise statement. 


Result: Each billing clerk can handle 
many more accounts; costly overtime is 
eliminated; billing machine requirements 
are cut as much as 75% ; and customers— 
with the original sales checks in hand— 
can recall charges immediately . . . reduc- 
ing “adjustment” traffic to a trickle. 


Your business ¢ 


Regardless of its type or size, you should investigate 
Recordak microfilming soon. For the chances are this 


truly remarkable photographic process is already simpli- 

fying routines which are similar to yours . . . doing a more SRECORDRK 
efficient job at a fraction of your present costs. 

Write today for detailed information on the process (Subsidiary of Eastman Kedak Company) 
... and the complete line of Recordak Microfilmers now: originator of modern microfilming— 
offered on a surprisingly low-cost purchase or rental basis, - and its application to business routines 
Recordak Corporation (Subsidiary of Eastmah Kodak — “Recordak”’ is a trade-mark 
Company) , 444 Madison Avenue, New York 22, N. Y. ) 








Vhis 6s Nedtional Steel 


Tapping the world’s largest open hearth furnaces 


to help give America the steel it needs 


Huge heart of the steel-making process is the open 
hearth furnace. Here come together the raw mate- 
rials of steel, to be fused under volcanic heat inio 
this most vital metal. 


To achieve maximum efficiency and economy in 
production, National Steel operates the world’s 
largest open hearth furnaces. National’s smallest 
furnace is larger than the great majority of furnaces 
now in use in the steel industry. National’s biggest— 
of which there are twelve turning out more than 
500 tons of steel in a single heat—are almost three 
times as large as the average steel industry furnace. 


Illustrated here is the tapping of one of these giant 
furnaces. After completion of the melting process, the 
liquid steel is being poured from the furnace into 
300-ton ladles from which it will be poured again 


NATIONAL STEEL 


GRANT BUILDING 


SERVING AMERICA BY SERVING AMERICAN 


into the molds that form steel into ingots. As an 
ingot, steel starts through the long series of rolling 
and finishing operations which prepare it for the 
many thousands of applicatiens which make steel 
man’s most useful servant. 

The expansion of open hearth facilities is an impor- 
tant part of the program through which National 
has been contributing to the upbuilding of America’s 
steel production capacity—a program which will 
give National a total steel-making capacity of 
6,000,000 tons per year during 1953. 

Here, again, is evidence of leadership in developing 
the steel resources of the nation—resources of major 
importance to America’s strength and prosperity. 
This is National Steel ... entirely independent... 
completely integrated . . . a leading steel producer. 
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GREAT LAKES STEEL CORP. 
Detroit, Mich. A major supplier 
of standard and special carbon 
steel products for a wide range 
of applications in industry. 


THE HANNA FURNACE CORP. 


Buffalo, New York. Blast fur- 
nace division for production 
of various types of pig iron. 
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WEIRTON STEEL COMPANY 
Weirton, W. Va. World’s larg- 
est independent manufacturer 
of tin plate. Producer of many 
other important steel products. 


NATIONAL MINES CORP. 
Supplies high grade metallur- 
gical coal for the tremendous 
needs of National Steel mills. 


STRAN-STEEL DIVISION 


Ecorse, Mich. and Terre Haute, 
Ind. Exclusive manufacturer of 
famous Quonset building and 
Stran-Steel nailable framing. 


NATIONAL STEEL PRODUCTS CO. 
Houston, Texas. Warehouse 
and distribution facilities for 
steel productsin the Southwest. 


HANNA IRON ORE COMPANY 


Cleveland, Ohio. Producer. of 
iron ore from extensive hold- 
ings in the Great Lakes area. 
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A I’m very much opposed to that because that 
would be the start of more inflation. 

Q How about using part of the gold stockpile to 
jack up a big new fund to stabilize world currencies? 

A I don’t know that I want to say anything about 
hat one at the present time. I don’t know too much 
\bout it. 

Q What do you think is the best way to make sure 
hat the dollar is a good and stable dollar? 

A I think we’ve got to restore the independence of 
the Federal Reserve Board to the position which it 
held previous to World War II. The Federal Reserve 
System was set up as an agency of the Congress, 
which was given the constitutional obligation of 
coining money and regulating the value of it. 

There have been several attempts made to transfer 
the Federal Reserve from its independent status as an 
agency of the Congress to and into the executive estab- 
lishment. That goes way back to 1935, when the Ad- 
ministration sought to socialize America by nation- 
alizing our credit. 

I think probably the first thing which we’ve yet to 
do, if we’re going to have a stable currency and a 
stable economy, is to, as I said, restore the independ- 
ence of the Federal Reserve. This will mean that the 
Federal Reserve then can reach an accord on debt 
management with the Treasury in such a manner that 
the Federal Reserve can utilize the authority which 
is given to it under the law to stabilize our economy 
and at the same time keep the cost of managing the 
debt down as low as possible. 

The Treasury has taken such pride in keeping down 
the cost of servicing the Government debt that we 
have created inflation. Resulting inflation has cost 
people more than a moderate rise in interest rates 
would have done. 

Q I assume you take budget balancing as a matter 
of course? 

A I don’t think there is any question but that 
budget balancing is very important in this attempt 
of ours to stabilize our currency and our economy. 
But that alone won’t do it. The year after Korea, I 
think it was 1951, when the value of the dollar dropped 
six points, which meant a proportionate amount of 
inflation, we had a balanced budget. There are a good 
many other things besides a balanced budget which 
control whether we have financial and economic sta- 
bility. We would have to repeal certain of the acts 
which were passed in the 1930s by which the Admin- 
istration brought on inflation. The inflation was de- 
liberate—they planned it that way. 

Changes that may be necessary have to do with re- 
serve requirements, gold reserves behind the issue 
of Federal Reserve notes, the reserve behind deposit 
liability, perhaps some changes in open-market op- 
eration standards and things of that nature, which 
are the indirect controls which I think Mr. Eisen- 
hower stresses. Many of us agree with him that these 
should be used primarily to stabilize our economy. 

Q Are you in favor of a policy which would allow 
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interest rates to rise in a period when inflation is 
still dominant? 

A Well, if the result of practices under any accord 
between the Treasury on debt management and the 
Federal Reserve on credit expansion and contraction 
would result in an increase in interest rates, I think 
it would be a healthy thing. 

Q That would be true even if it does cost the Gov- 
ernment more in interest payments? 

A Oh, yes, because if it costs the Government even 
a few hundred million dollars more in interest rates, 
by the same action which would have necessitated 
that we would have prevented inflation which would 
have cost the people of the United States billions of 
dollars more than they will have to raise to manage 
the debt. An investment of perhaps a billion dollars 
in the cost of managing the debt might save the people 
8 or 10 billion dollars in inflation. So that would be 
a good investment. 

Q Is there likely to be opposition to the idea of 
turning more of the debt into longer-term bonds in- 
stead of the present short-term notes? 

A I wouldn’t think so. I think probably we’ve got to 
plan for that as one step we have to take toward sta- 
bilization. We can do it much better with long-term 
bonds because that will fit in more with our long-term 
planning and I would hope, as a result ‘of this long- 
term planning, to offset much of the influence which 
the production of war goods now has upon deficit 
financing and inflation. If we can lay out a four-year 
program, we might be able at low points to manu- 
facture for a stockpile or to increase our inventories 
against the lean years. 

Q Will there be any big changes in housing pro- 
grams when the Republicans get control? 

A I think there will be a little more emphasis on 
private construction of homes, especially in the rental 
fields, and I’ve talked with the builders in the hope 
that they would be able to lay out a program of low- 
cost, low-rental homes. They have said that they 
could do it and I think they can do it. 

Q You're speaking of rental homes? 

A Yes, because that’s our biggest problem. If they 
can find any way that they can build homes that will 
rent for a reasonable rate, then, of course, they remove 
proportionately, as they develop their program, the 
pressure for public housing, which is costing the 
people a good amount of money. 

Q Would you expect some public housing to con- 
tinue? : 

A I think we ought to until we have examined pub- 
lic housing to the point where we can dispose of the 
projects to private enterprise if we ever laid out such 
a program. We’d have to keep the machinery operat- 
ing, but perhaps for no other reason than to liqui- 
date the present holdings. 

Q Are you suggesting that over a long term you 
might possibly get out of public housing? 

A That should be our hope. 


(Continued on next page) 

















Q And you would use the present machinery 
merely for disposal to private interests at some ad- 
vantageous terms to the Government? 

A Yes, a liquidation. 

Q In the field of private housing, are larger down 
payments likely to be required on houses built with 
guaranteed mortgages? 

A I wouldn’t think so. As a matter of fact, I think, 
with the readjustment of finance programs, we might 
very well retain the present down payments on FHA 
housing, and we might reactivate the Veterans’ Ad- 
ministration housing, which is dormant at the pres- 
ent time. 

If we can find what are the deficiencies in the vet- 
erans’ program which have created the dormant sit- 
uation, we can correct them. Then by activating that 
program we could make it possible for veterans to 
make a very small down payment, if any, and finance 
over a longer period of time. 

Q You think, I gather, that with some minor ex- 
ceptions the veterans’ program for housing has been 
quite satisfactory? 

A It was when it was allowed to work. But the Ad- 
ministration was given authority to flex the interest 
rates on veterans’ insured loans. They can go as high 
as 414%. They have been set at 4, and, because of serv- 
icing charges, etc., the yield to the private financing 
agencies—that is banks, insurance companies, loan 
companies, and so forth—has been so much less than 
the yield on good governments and municipal and in- 
dustrial bonds that it hasn’t been attractive to the 





lending agencies. That 4 per cent rate is purely 
political. 

I don’t know how much that interest rate would 
have to be raised—maybe an eighth of 1 per cent— 
I don’t know—maybe a quarter of 1 per cent—what- 
ever is necessary to activate the program should be 
done. I understand that the two large veterans’ organi- 
zations, the American Legion and the Veterans of For- 
eign Wars, are giving a great deal of consideration 
to it. 

Q On another subject under your jurisdiction—do 
you think the Reconstruction Finance Corporation 
will be given another lease on life? 

A Yes. As you recall, in the 80th Congress we cut 
the Reconstruction Finance Corporation way back 
from about an 18-billion-dollar agency to about a 2- 
billion-dollar agency, and we continued it as a stand- 
by agency, having in mind that it could better liqui- 
date its own loans than any other agency. Then if we 
ever did get into another emergency we would have 
the machinery all set up by which we might expand 
RFC activities. Under pressure by the Administration, 
the RFC was authorized and empowered to make 
loans which they never should have made. It was 
never intended that RFC in peacetime should make 
loans in competition ‘with private enterprise. How- 
ever, I think that the subject deserves a lot of study 
and we may decide again that we will cut it down to 
what we consider the size should be and insist upon its 
operating at that level, and administering the liquida- 
tion of its present holdings. 





REPRESENTATIVE HOPE, AGRICULTURE 


[A Recorded Interview With Representative 
Hope (Rep.), of Kansas, Future Chairman 
of House Committee on Agriculture] 


WASHINGTON 
Q Do you think that your 
Committee is likely to re- 
study the whole range of the 
present farm laws with a 
view to some changes, Mr. 
Hope? 
A Yes, I think we’ll make 
a pretty thorough study of 
the whole situation, and that 
will include having some 
hearings out over the coun- 
try, where we'll give farmers 
themselves an opportunity 
to come in and give us their ideas and viewpoints. 
Q Do you have any particular objective in mind in 
this study, or have you gone far enough yet? 
A It'll be conducted with the thought in mind that 
agriculture isn’t a static industry, that it’s constantly 
changing and that we ought to keep our agricultural 
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policies and our agricultural legislation up to date. 

Q I don’t suppose there will be any particular in- 
terest shown in the Brannan plan—do you think 
that’s dead? 

A I wouldn’t expect any interest to develop in it. 
Of course, there will be some interest in some kind of 
program to deal with perishable commodities, since 
that was discussed to some extent in the campaign, 
but I would doubt very much if anything like the 
Brannan plan would be considered. 

Q What about the present law providing price 
supports at 90 per cent of parity? Do you expect that 
to be modified before the 1954-55 crop season? 

A Of course, it doesn’t expire until 1954— it’s in 
effect for the next two years, and I don’t know of 
any disposition on the part of anyone to disturb 
price supports during the time. General Eisenhower 
has specifically stated that he favors their continu- 
ation, and I know of no effort of any kind to make 
any change. 

Q Do you think that price supports should be more 
flexible, or should there be any supports? 

A I think there should be supports and, as far as the 
question of flexibility is concerned, I think that de- 
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pends a great deal upon what you're dealing with and 
the particular situation that exists at that time. Now, 
I’m in favor of a more flexible type of program—that 
is, a program where the Department of Agriculture 
will have a wider opportunity to apply different 
methods and different formulas of price support, 
suitable to what may be the situation at that particu- 
lar time. I don’t think that a flexible price-support 
system—that is, one that calls for the application of 
a price-support according to some formula based on 
supply—is the answer to the problem at all. 

I think that possibly a two-price system sometimes 
might be the best method to use. In other words, I 
don’t think that the program should be limited any 
more than is necessary as far as methods are concerned. 

Q How about payments to farmers for carrying out 
soil-conservation practices? Do you think they are all 
right as they are, or do you think some savings might 
be made there? 

A I think we’ve reached the place where we should 
pay more attention to the question of the type of prac- 
tice for which payment is made. In the past, those pro- 
grams have been pretty loose in the respect that there 
are a great many types of work that farmers might 
do to earn the payments, and some of them had a 
great deal more value from the standpoint of soil con- 
servation than others. I think some of those possibly 
didn’t have too much value from the soil-conservation 
standpoint—were perhaps desirable practices in the 
past, and there might have been some occasion for 
using the payments as an incentive to get farmers 
to follow those practices, but my thought now is that 
that time is past and whatever payments are made 
now should be limited pretty much to practices that 
deal with the physical work on the land itself—in 
other words, some changes in the land itself, like ter- 
racing, or the building of ponds or grassways or water 
runways, and that sort of thing. ’m not in favor of 
eliminating the program at all or in favor of reducing 
it materially, but rather I think we should keep the 
program but see if we can’t get more for our money 
in the way of actual conservation practices. 

Q Do you think that any more could be done by 
building up farmer co-operatives to market products? 

A In some instances, yes. The farm co-operatives, 
I think, have been quite successful in the number of 
fields in which they have been used. Out in our coun- 
try, of course, the grain-marketing co-operatives 
have been very successful, and I think have materially 
increased the returns the farmers have received. In 
the field of milk and other dairy products, co-opera- 
tives have been very successful—and I think possi- 
bly in cotton. 

There has been some co-operative marketing, not as 
much, in the field of fresh fruits and vegetables. The 
co-operatives have been very successful in some cases, 
like the marketing of oranges, particularly the Cali- 
fornia Fruit Growers Exchange, which is a very large 
and successful co-operative. The co-operative market- 
ing of fruits and vegetables, I think, is about the 
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only way that you can count on using a marketing- 
agreement program, which I think is one of the best 
ways of dealing with perishables. 

Now, of course, there are some types of perishables, 
like livestock, where it probably wouldn’t be possi- 
ble to operate under marketing agreements, because of 
the fact that the operations cover a very wide territory 
involving millions of producers, and it would hardly 
seem possible to do much there, although the co- 
operative marketing of livestock has, of course made 
great strides in recent years and I think has been very 
helpful. 

Q Do you think, for instance, that farmer co-opera- 
tives might be used to process farm products as well 
as to market them? 

A Of course, they are doing it in some cases now, 
in citrus fruits, and the canning, processing and dry- 
ing of fresh fruits in California. And the daily co- 
operatives are engaged in the production of butter and 
cheese and dried milk and other products. 

I don’t know that there has been so much done in 
the field of processing grains, although there are co- 
operatives which process feed grains and produce 
livestock feed and that sort of thing. They’ve been 
very successful. I think there is a field where they 
could expand the processing, because, after all, it’s in 
the marketing and processing that the big margins oc- 
cur in the case of a good many commodities. 

I wouldn’t want to say how far that could be car- 
ried. I don’t think it should be promoted or perhaps 
pushed by the Government, but I think there is an 
actual field for the development of expansion along 
the line of processing commodities. 

Q There’s been much criticism of the Production 
and Marketing Administration on the ground that it’s 
trying to run the individual farm. Do you think 
changes might be made in that Administration? 

A The Republican platform and also General Eisen- 
hower’s statements on agricultural policy were along 
the lines of giving the farmers more to say about the 
administration of farm programs. That seems to be a 
very popular approach to the matter. I think farmers 
do feel that there has been too much coming out of 
Washington both in the way of formulating and ad- 
ministering the farm programs, and they would like 
to have more to say about it. Of course, there are limits 
as to how much can be done along those lines. 

Q What do you expect your Committee to take up 
first? 

A The question of reorganizing the Department of 
Agriculture, I suppose, will be one that will be up 
for consideration. With any new Administration com- 
ing in, there is bound to be some consideration given 
to reorganization, so I would think that possibly 
questions like reorganization of the Department and 
the expansion of some activities like research and the 
soil-conservation program and that sort of thing may 
be among the first that will be considered. Whether 
that means there will be legislation or not, I wouldn’t 
be able to say at this time. 
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No longer a goal of the future but available 
now is a moldable, non-rusting material you 
can electroplate with gleaming metal surfaces 
...aplatable phenolic plastic. 

What would your design engineers think of 
another material, glass fiber filled yet readily 
moldable, with unheard of impact strengths 
ranging up to 20 foot-pounds per inch (Izod) ? 

These are among the new plastic compounds 
of the “working” class ... the multi-purpose 
phenolics ... developed by Durez to extend 
into new fields the economies of the molding 
process. In your business they may be the 
turning point in eliminating numerous ma- 
chining, assembly, and other operations. 

Further possibilities for cutting costs are in 
a lustrous yet resilient new rubber-filled Durez 
phenolic, and still another that ends the dan- 
ger of corrosion of silver contacts. 

These new kinds of materials invite your in- 
vestigation with more than dollar economies 
in mind. Look into them for products that 
look better, serve longer, and sell easier ! 

Durez phenolic specialists will gladly con- 
fer with you and your custom molder. 

Our monthly ‘‘Durez Plastics News”’ will 


keep you informed on industry's uses of 
Durez. Write, on office letterhead, to 


DUREZ PLASTICS & CHEMICALS, INC. 
301 Walck Rd., North Tonawanda, N. Y. 
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LONDON 


START SLOW ... STOP FOR TEA 


Britons get pretty much annoyed 
when they hear Americans criticize Brit- 
ish workers as inefficient. Now they are 
getting a taste of such criticism from one 
of their own countrymen. 

Harold Hutchinson, perhaps the best- 
informed writer here on industrial prob- 
lems, has just come out with an analysis 
of industrial efficiency. He turns up a 
good deal of inefficiency in typical Brit- 
ish factories. 

While Hutchinson does not accuse his 
countrymen of downright laziness, his 
analysis does show this: In 
a typical factory job, the 
British worker of today 
takes 8 hours to do what 
it took only 7 hours to do 
before the war. 

It seems that British as- 
sembly lines, unlike those 
in the U.S., are slow to 
get under way in_ the 
morning, and fail to stay 
at top speed during the 
day. This was discovered 
by watching electric-pow- 
er consumption. One firm, 
with factories in Britain, Belgium, Ger- 
many, Australia and the United States, 
made careful measurement of the power 
load at all its plants. This is what it 
learned: 

In a typical British factory, where 
work begins at 7 a.m., it is 7:20 before 
the assembly line hits full speed. It takes 
20 minutes, that is, for British workers to 
get their machines in operation, drawing 
down electric power. 

In West Germany, the time required 
to start an assembly line is only a minute 
or so. In U.S. and Belgium, three or four 
minutes. Australian workers, however, 
take longer than the British. 

And, in a British plant, the power 
load tends to waltz up and down during 
the day like a hospital patient's fever 
chart. There are slowdowns for tea 
drinking and marked lags approaching 
mealtime. This has become so customary 
that in some British factories the elec- 
trician automatically reduces the power 
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load, for economy’s sake, 20 minutes be. 
fore lunch time and again just befor 
the end of the day. 

Members of British productivity team 
first noticed this British slowdown wher 
they visited American factories. As one 
British observer put it: “The Americai 
works more consistently in that he starts 
promptly at starting time and_ works 
right through to the end of the day with 
the minimum lost time.” 

Germans and Belgians seem to have 
learned this, too. They are the peopk 
with whom Britain is con- 
peting directly these days 
for the export markei. 
While their industrial pro- 
duction has been going up, 
Britain’s—except for coal- 
has been going down 
It dropped 3% per cent 
during the first 10 months 
of 1952, compared with 
1951. 

There are various ex 
planations for this drop. 
The spring slump in tex- 
tiles has been blamed. So 
has the squeeze in steel supplies ear) 
this vear. Often it’s said workers slow: 
down because they fear unemployment, 
or lack incentive wages. But, on the basis 
of living in Britain off and on since 1938, 
I suspect food may be one reason. 

A man in jail in England before the 
war got better grub than a British work- 
man does today. A daily dinner of fish, 
potatoes and rice pudding, or maybe 
macaroni, breaded sausage and_ stewed 
tomatoes contains plenty of starch, but 
no energy. Doctors are beginning to say 
that British workers must have better 
food if they're to turn out more work. 

Even an office worker notices this lack 
of protein. As an experiment, I’ve found 
that, when I import meat parcels ot 
get eggs from Denmark at 15 cents 
per egg, I seem able to turn out more 
work. But since these imports take 
dollars, the average Briton can’t resort 
to them. 
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FROM THE CAPITALS OF THE WORLD 
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>> Chances are about 10 to 1 against real peace coming out of a meeting now 
between Stalin and Eisenhower, even if meeting takes place. This is why: 
Stalin's price is higher than Eisenhower will pay. 
Bargain is not being offered by Stalin, so far as anyone knows. 
Stalin is still making gains in Asia. U.S. is taking it on the chin. 
While gaining, Stalin is not in the habit of making concessions to the opposition. 
Stalin's deeds--in Korea, say--don't match his words. Until he produces a 
peaceful deed or two, Stalin's peace talk has to be heavily discounted. 








>> There are practical obstacles to a Stalin-Eisenhower meeting. 

Where to meet? Stalin probably won't step outside of Russia. He goes only 
where Soviet troops are handy, as at Yalta, Potsdam. Eisenhower isn't going into 
Russia, that's obvious. Who'd come to meeting? Eisenhower can't ignore U.S. 
allies. Winston Churchill, among others, would have to be invited. 








>> Stalin's price for peace in Korea is still very steep. 
All prisoners in U.S. hands belong to Stalin. He's very firm about this. 
U.S. withdrawal from Korea is demanded. Then Communists can take over. 
Formosa goes to Communist China, in Stalin's plans. Communist China is to 

be admitted to United Nations. This means kicking Chiang Kai-shek out. 
Rearming of Japan must stop, Stalin says. Japan is his big worry in Asia. 
These are just a few of the items that go to make up Stalin's price for 

peace in Korea. There's no evidence anywhere that he will settle for less. 
Stalin-Eisenhower meeting, in this setting, can't be viewed hopefully. 

















>> Churchill's quick trip to Washington is to be a scouting expedition. 
Big session with Ike is to come later, sometime after inauguration. Only 
then will Ike be in position to talk about any new underpinning for Britain. 
Churchill's trip now is to pave way for main session later, to re-establish 
with Ike the intimate relationship Churchill enjoyed when Ike was in Europe. 
Meeting with Stalin will be discussed. Churchill tends to favor it. 
Korea will be talked about. Churchill wants to know Ike's plans for it. 
New strategy for Europe will be mentioned. Churchill wants to sell Ike a 
bill of goods for defense slowdown there. Iran is sure to figure in the talk. 
Other trouble spots--Egypt, Southeast Asia--will be looked at, too. 
Churchill hopes to revive partnership with Ike, get it off to flying start. 

















>> When President-elect Eisenhower looks at 1953 prospects overseas..... 
France faces more trouble, not less. French Empire may soon crack badly. 
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WORLDGRAM—- (Continued) 


West Germany is coming up fast. German Army, despite delays, is coming. 

Spain is to move closer to U.S. side. Deal on bases for U.S. is near. 

Atlantic Allies are split over strategy in Europe. Pressure is on U.S. to 
turn from arms to economic build-up. It's advanced as the way to beat Stalin. 














>> Trend among the world's neutrals is running against the United States. 
India is to discover increasing pressure by Communists both from within and 

from without. War over Kashmir, between India and Pakistan, is a distinct pos- 

sibility in 1953. If it comes, it will ease path of Communists. Burma will 

continue shaky, trustful of Communist China. Indonesia is in same boat. 
Decision in Iran is very near. Mossadegh can't hold out much longer. If 

Communists take over Teheran, U.S. and Britain may move into Southern Iran. 
Egypt's reformers are in hot water, approaching the boil. Trend in Egypt 

will turn sharply anti-West unless Britain, U.S. shore up Egypt's Army ruler. 
Arabs, generally, are bitter. U.S. can't count on them in 1953. 








>> Tendency in U.N. suggests it won't bolster U.S. in Korea or elsewhere very 
much during 1953. U.N., as a forum, is of more help to Russia than to U.S. 
For example: It was hailed as U.S. victory when U.N. in all-night session, 
voted down Soviet motion to look into U.S. treatment of Korean war prisoners. 
Actually, Kremlin wasn't after U.N. votes. Kremlin was stirring up doubt, 
questions about U.S. leadership. These questions are now much alive. 
U.S. handling of prisoners is criticized in Asia, Europe, even in Britain. 
Normal Soviet treatment of prisoners is forgotten. Seven years after World 
War II, Russia still holds thousands of Germans, Japanese as slave laborers. 











>> In Paris, fall of Pinay Government underlines this outlook for 1953: 

Fight to "save the franc" is now likely to end in further devaluation. 

Tax reform has ended before it began. Frenchmen won't stand for it. 

More French filibustering is to be expected in Europe. Odds now are that 
French Parliament will reject German Army, turn away from European integration. 

More French instability seems inevitable. It's practically built into the 
political setup, reinforced by factionalism, by fear of making a decision. 

Rich France is today probably the unhappiest country in Western Europe. 











>> Paris is gloomy about the future of France's overseas empire. 
Indo-China is in seventh year of war. French won't take much more, despite 
U.S. help. Prospect: Either truce deal with Communists, or French withdrawal. 
French North Africa is headed for self-rule. French leaders know that but 
can't agree on when or how. French also know the longer they stall, the worse 
it will be for them. Result, way things are going, will be a weaker France. 
France, like Britain, is gradually being pushed out of the empire business. 





>> French weakness puts U.S. on a difficult spot. 
Up to now, France has been the key to U.S. policy in Europe. U.S. counts 
on France to push ahead with Franco-German alliance, including joint army. U.S. 
has supported France in North Africa at cost of getting in wrong with Arabs. 
But, now, France is getting weaker, and West Germany is getting stronger. 
Germany now looks like a stronger ally for U.S. than France. German Army 
is regarded as essential by U.S. If France balks, U.S. may go ahead regardless. 


U. S. NEWS & WORLD REPORT 








hits 


curl 
sixt 
bus 


the 


sion 
and 
new 
can 
pos 
tho 
sigt 


his 





JA 

















People of the Week 














POWER SHIFTS ON IKE’S TEAM: Dulles, Adams, 
Stassen Gaining . . . Other Appointees Slip Back a Bit 


NEW YORK 

The big shake-up that sooner or later 
hits every Administration has been oc- 
curring for General Eisenhower on the 
sixth floor of the Commodore Hotel in 
busy midtown New York, long before 
the move to the White House. 

This shake-up involves an abrupt revi- 
sion of the patterns of personal influence 
and personal contacts that surround the 
new President. Men prominent in the 
campaign and much consulted in the 
postelection period find themselves, even 
though given important governmental as- 
signments, losing their easy access to 
the top man, losing their influence upon 
his thinking. 

Ike lost no time in making appoint- 
ments to high-level jobs. He put men to 
work without waiting for the formalities 
of an oath of office or a pay roll. The ob- 
ject was a smooth transition from one 
Administration to the next. But the proc- 
ess incidentally gave the General an 
unusually early opportunity to see how 
the men chosen to help him would work 
together and with him. 

The result of all this is that former 
conceptions of just who will be the 
dominant people in the Eisenhower Ad- 
ministration are undergoing a change. 
Some men have gained in stature; others 
have begun fading into the background. 

Power. As an administrator, Ike be- 


lieves in delegating power. He tries, 
Army fashion, to find a man equipped 
for a particular task, makes him respon- 
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HERBERT BROWNELL 
. .. less time for politics 


JANUARY 2, 1953 


sible for that task and gives him authori- 
ty equal to his responsibility. Ike wants 
to hear little more from that assignment. 

This works out differently in govern- 
ment and politics than in the Army. Take, 
for example, the case of Herbert Brown- 
ell, Jr. Brownell, long a leader in the or- 
ganization of Governor Thomas E. 
Dewey of New York, picked up the then 
limping Eisenhower campaign a little 
before the Convention and is credited 
largely with having carried it through to 
Ike’s first-ballot nomination. 

Then, to a great degree, Mr. Brownell 
directed the basic Eisenhower campaign. 
Since the election, he has been in con- 
sultation with the General from hour to 
hour. He supervised the selection of a 
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SHERMAN ADAMS 
... tops at the White House 


Cabinet. As a result, Brownell has been 
regarded as the incoming Administra- 
tion’s most powerful single individual, 
next to Ike himself. 

But it is not to be that way. Mr. 
Brownell had been named Attorney Gen- 
eral. He is empowered to fulfill Ike’s 
campaign pledge to clean up “the mess 
in Washington” and ferret out subversive 
influences. He is the man who ultimately 
must decide who is to be prosecuted. He 
also has an important responsibility for 
the enforcement of the antitrust laws, and 
perhaps for a revamping of those statutes. 

All these duties will keep Mr. Brownell 
very busy. There will be little time for 
running to the White House on this 
political errand or that. And at the 
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JOHN FOSTER DULLES 
... right-hand man 


White House he will find access to Presi- 
dent Eisenhower considerably more dif- 
ficult and complicated than in the pres- 
ent preinauguration days of occupying 
nearby offices at the Commodore. 

The Brownell power over appoint- 
ments, moreover, already is waning. This 
is due in part to criticism and objections 
that followed the early Cabinet selections, 
notably Senator Taft’s flare-up over the 
choice of AFL man Martin P. Durkin as 
Secretary of Labor. 

In addition, the Brownell appointive 
power has shrunk in the natural course 
of events. He was the key man in many 
of the earliest appointments, but those 
appointees now have first say as to their 
top assistants. Mr. Brownell is consulted, 
but the force of his suggestions is less. 

In other segments of the Govern- 
ment, semi-isolation from the President 
is to be the lot of men with important 
work to do. Charles E. Wilson of General 
Motors moves into the big Defense De- 
partment with his own team and a tre- 
mendous task ahead. Mr. Wilson made 
the trip to Korea with Ike, but since 
their return has scarcely seen the Presi- 
dent-elect. The General has been oc- 
cupied much of the time with other sub- 
jects than defense. 

A similar situation is expected to pre- 
vail for long periods after Mr. Wilson 
moves into the Pentagon. When military 
budgets, military procurement or hot 
subjects, Mr. Wilson’s turn will come. 

(Continued on page 58) 
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General is working closely, 
confidently with Dulles... 


But, otherwise, his personal contacts wit 
Ike are to be less frequent. 

The same situation seems due to pre 
vail with most of the rest of the Cabine 


—men such as George Humphrey, Secrefi 


tary of the Treasury; Durkin at Labo; 
Ezra T. Benson in Agriculture. Give; 
their jobs, they become somewhat jy 
lated from the President, so long as thoy 
jobs are well done. Ike’s Army reputatig; 
is that, at any sign of faltering, he step 
in with a sharp ax. 

An exception. The very nature ¢ 
present foreign relations tends to mak 
an exception of John Foster Dulles 


—Wide World 


HAROLD STASSEN 
. » . growing influence 


Secretary of State. Foreign affairs, the 
“cold war” with Russia, the hot war i! 


Korea offer day-to-day crises, which ob§ 


viously would keep the President and hi 
Secretary in frequent consultation. 

General Eisenhower, who once re 
portedly questioned whether he couk 
work with Dulles—Governor Dewey’ 
choice for the State Department job- 
has formed a new estimate. Ike now ha 
complete confidence in Mr. Dulles an 
his judgment in international affairs. 

At the Commodore, Mr. Dulles ha 
been in the thick of everything pertait- 
ing to the foreign field. From him, Ike 
ceives daily or even more frequent brie! 
ings on events abroad. Together they ar 
reshaping American attitudes toward thi 
external world. 

Mr. Dulles also guides the President 
elect through conferences on_ interna 
tional affairs. He was at the meeting wit! 
Gen. Douglas MacArthur. This const: 
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... White House agencies 
will be reporting to Adams 


tation,in fact, took piece i Mr. Dunies’s 
home on 91st Street. Mr. Dulles also has 
been on hand for meeting with repre- 
sentatives of other nations. 

Also present at many Ejisenhower- 
Dulles meetings is Harold E. Stassen, 
who will direct the Mutual Securitv Ad- 
ministration. Mr. Stassen’s stature as a 
presidential adviser has been growing. 
The Eisenhower group at first reg: sarded 
Stassen as a somewhat unpredictable 
individualist. But now he has demon- 
strated that he can work closely with the 
team and also contribute valuable ideas. 

Contact man. So, Mr. Dulles ex- 
cepied, with Cabinet members and other 
high officials seeing the President less 
frequently, the men to be in the White 
House itself become the real personal 
influences upon General Eisenhower. 

Of these, Sherman Adams, retiring 
Governor of New Hampshire, stands 
out in particular. He is to be Assistant 
to the President. One of his special jobs 
is to realign the agencies reporting to the 
White House, by consolidation, regroup- 
ing, elimination or other means. But, im- 
portantly, the heads of these depart- 
ments and agencies are to report for 
many purposes not to General Eisen- 
hower but to Mr. Adams. Adams is the 
man they and many others may have to 
see before they may see the President. 

Meanwhile, Mr. Adams will be in and 
out of the President’s office at the White 
House many times daily, just as he has 
been at the Commodore. The Adams 
influence, authority and_ responsibility 
extend into almost every field. The Gen- 
eral has found him to be a_ shrewd, 
close-mouthed Yankee with an unusual 
degree of political acumen. 

Adams has been at the General’s side 
since early in the campaign. He has 
worked unstintingly and devotedly. A 
close association has developed. Ike likes 
men who can analyze facts and reach 
quick and sensible decisions. He finds 
that Governor Adams falls into that 
category. 

Another who will exercise a day-to-day 
influence is the conservative Detroit 
banker, Joseph M. Dodge, foe of deficits 
and inflation. General Eisenhower wants 
Mr. Dodge to be Director of the Budget. 
Ike intends to keep a tight check on 
spending. 

Shift. Thus, personal influences have 
shifted since the election, will shift fur- 
ther. This shifting, however, represents 
essentially the growing pains of a new 
and vastly important organization, Those 
close to Ike think it fortunate that this 
phase can be gotten over so early in the 
schedule. 
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PSYCHOLOGICAL STRATEGY AS 
A PREVENTATIVE OF LARGE WAR 





EDITOR’S NOTE: More and more, Americans 
are hearing about “psychological warfare.” What 
is it? What are its objectives? Who is running it 
for the U.S., and how? Is it winning battles? Can 
it win the “cold war’? 

Here is the first explanation from an official 
source on probable trends in psychological strat- 
egy. Brig. Gen. Robert A. McClure, the Army’s 
chief of psychological warfare, who has been a 
close associate of President-elect Dwight D. 





Eisenhower, was interviewed by the editors of 
U.S. News & World Report in their conference 
room. 

General McClure looks on psychological war- 
fare primarily as an instrument for peace, and 
after that as a weapon when wars come. To win 
the peace, he believes the multitude of U.S. agen- 
cies working abroad must tell a concerted story, 
under direction of a separate agency reporting to 
the President. 5 








Q When was it you first went over to Europe, Gen- 
eral, in the interest of psychological warfare? 

A I went to Europe in 1941 as assistant and shortly 
afterward, as military attaché, in London. When Gen- 
eral Eisenhower came over in June, 1942, I not only 
fell heir to all the refugee governments as military at- 
taché, which gave me a wide circle of acquaintances, 
but he appointed me G2 and put me in charge of psy- 
chological warfare, which was an infant at that time 
and in which there was little understanding by the 
military and absolutely no planning for it. At that 
moment the Office of War Information and Office of 
Strategic Services were in the field with conflicting 
claims and jurisdiction. So in the military field Gen- 
eral Eisenhower properly determined that the mili- 
tary had to run it. 

Q Were you in close contact with the General dur- 
ing that period? 

A Practically daily. I had access to him at all 
times, which is the only way that you can deal with 
the problems in this field. There has to be an intimate 
contact at all times. 

Q Was the General interested in the possibilities 
of psychological warfare? 

A Very interested in it right from the start and 
perfectly willing, although it was new to him, to give 
it a fair chance to produce results. 

Q Do you suppose, then, that he is probably more 
familiar than the average person with the technical 
side of it? 

A I would definitely say that with the policy and 
planning side, and possibly not so much with the 
techniques. But he did include, at the end of the war, 
in a statement for a foreword to a little history we 
got out on it, that “psychological warfare had won a 
place of dignity in the military arsenal.” 
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Q What is your concept of psychological warfare as 
far as the military is concerned? 

A I'd say that primarily it is planned persuasion. 
It is propaganda in its proper sense. 

Q You don’t persuade with a bayonet, but with 
words, 1s that it? 

A I might say that the propaganda gives expression 
to the bayonet. We try to do it with words, and the 
background of force simply integrates psychological 
warfare with the over-all national effort to persuade 
people. 

Q Did it have much of an effect in World War II? 

A A very decided effect. 

Q How can you measure its effect? 

A It is an impossibility to measure its effect accu- 
rately. You can get certain tangible evidence of its 
effectiveness through the number of persons surrender- 
ing who claim that they were definitely influenced to 
surrender through psychological warfare. In Korea to- 
day, well over 30 per cent have indicated this. Now, it 
is the combination of force, the threat of force, hard- 
ship, persuasion, etc. You just can’t measure it. Partic- 
ularly you can’t measure it behind the enemy lines, 
where, in my opinion, it has the greatest potential. 

Q That would be with regard to civilian and mili- 
tary, wouldn't it? 

A Yes. You don’t know how many military are 
deserting. You don’t know how many being discharged 
for one reason or another are going back home and 
spreading the gospel. You don’t know the frictions 
you are causing between officers and men, between 
civilian and military. In this respect, I would stress 
that the one rotten apple in every barrel is more valu- 
able to us where he is—rather than collecting all the 
rotten apples and putting them in a prisoner-of-waf 
cage. 
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In Korea, Words Win Road Blocks; in Europe, Friends 
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.-- U.S. Needs Single Agency to Unify Story Told Abroad 


Q How do you draw the line between what you do 
in psychological warfare and what the other depart- 
ments or branches of our Government are doing in 
psychological warfare? 

A It is an integrated effort, and we make, the dis- 
tinction that the Army, or the military: services, 
conduct psychological warfare directly only in areas 
of military operations. Now, we support and con- 
tribute to the national effort in many ways. We 
contribute to that national effort in ways that are 
not specifically planned as psychological warfare. The 
Mecca Air Lift is an example. That was an unpre- 
meditated project which had tremendous psychologi- 
cal impact. 

Q In what way did it have an impact? 

A Throughout the Arab world it showed our in- 
terest in these people. It demonstrated our willingness 
to help them and our respect for their religious prac- 
tices. If the U.S. hadn’t lifted these people over to 
Mecca, they would never have gotten there. 

Q And that was not planned? 

A That’s right. It was an opportunity seized as soon 
as it arose. 

Q You had to move fast, didn’t you? 

A Yes, we did. When I say “we” I mean the mili- 
tary. The Air Force actually did it at State Depart- 
ment request. 

Q Is your primary purpose to take prisoners or to 
cause Chaos or the like? 

A Our primary purpose is not to take prisoners. 
The primary purpose is to cause dissension behind 
the lines which will bring about a weakening of the 
enemy’s armed forces. Basically, we would like to 
change the ideological motivation of the people so 
that they will subscribe to our democratic ideas and 
the basic freedoms for which we stand and oppose the 
spread of Communism. 

Q How effective, General, has the other side’s psy- 
chological warfare been on our troops? 

A There, again, it is extremely hard to measure. It 
has some effect, of course. Its effect varies with condi- 
tions and with the message and the method of presen- 
tation. I feel that the German propaganda to our 
troops was so crude, as was the Japanese, that it had 
little effect. 

Q How effective is the Communist propaganda on 
our troops in Korea? 

A The techniques of the Communists there are im- 
proving tremendously as evidenced by contrast be- 
tween their early leaflets and their present-day ones. 
They are obviously getting some occidental advice. 
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Q What are your techniques other than dropping 
leaflets? 

A We use radio, ground and airborne loud-speakers 
in and over the front lines—there are psychological- 
warfare teams working up there intimately with the 
front-line troops, participating actively in patrols 
and developing techniques for combined arms-loud- 
speaker assaults. Loud-speaker teams are used with 
combat patrols for such operations as reducing a road 
block or strong point. 

Q What sort of message would that team broadcast? 

A They might point out the impossible tactical situ- 
ation in which the enemy unit found itself. They could 
point out that the particular position they were in 
was subject to direct fire and give them this opportu- 
nity to surrender and come out, adding that they knew 
that these particular enemy troops did not subscribe to 
the Communist doctrine and that they had two min- 
utes to come out. Following that, if they don’t come 
out, they drop a box barrage on them and say: “Now, 
that’s just a sample. Here’s another opportunity.” 
Occasionally they’ll say, “We know that your Com- 
munist leaders would shoot you in the back if you 
started toward us. Here’s a smoke screen under which 
you can come out.” 

Q Does it really work on a unit like that? 

A It has worked just that way, yes. 


(Continued on next page) 







..- ‘Civilian morale in North Korea is at an all-time low’ 


Q On how large a unit? 

A Very small, individuals primarily, in Korea that 
is. It worked on units in World War II. 

Q And since the Russians surrendered whole units 
to the Germans they are susceptible to that type of 
propaganda, aren’t they? 

A Yes, I think they would be. 

Q Are they doing any of this in Europe now at all? 

A No, we are not active in Europe. It is a State De- 
partment activity there now and we support that to 
the extent that it is desirable for us to do so. 

Q Do you operate on the civilians in North Korea 
as well as the military? 

A Definitely. We are broadcasting by radio into 
North and South Korea. We are supervising the South 
Korean network, with our own instruments as the key 
stations, because their equipment is badly battered 
up. We also broadcast in Chinese. 

Q It is not all combat, then? 

A No, by no means. It is very necessary to go be- 
yond that. You have four target audiences in this field 
that the military commander has got to reach. One of 
them is the front-line troops, with the leaflets, loud- 
speakers, and radio to a lesser extent. 

You also have the audience behind that front-line 
soldier who is supporting him, the factory workers 
and farmers, whom you have to reach and try to 
dissuade. 

There are your potential friends behind the front 
lines that you must address, those that you want to 
encourage and stimulate and eventually persuade to 
rise actively the way the Maquis did in France. 

Finally, particularly today, you have that audi- 
ence over your shoulder along the lines of communi- 
cation that may be Communist dominated and con- 
stitute a danger of sabotage. You must overcome 
rumor; you must keep them informed and, to a cer- 
tain degree, entertained. 


The Approach to Civilians 

Q What do you offer these civilians? 

A You can offer them nothing tangible, except the 
ultimate hope of liberation. You can foment dissen- 
sion between them as we are doing now in North Ko- 
rea by such themes as telling the North Korean farm- 
er: ‘“You’re harvesting your rice crop, but where is it 
going? Your Chinese invaders are requisitioning all 
they can get and we notice that Mao now claims he is 
shipping rice out of China to Ceylon and Indonesia 
and other places. So where is your rice going?”’ You 
can see the potential of that plea. 

Q If we surrendered our stand on the prisoners 
in Korea, would that be a psychological loss to 
our side? 

A I think it would be a world-wide psychological 
loss, and it would certainly be a moral loss to the 
United States to which I would never subscribe. If we 


went into this thing in Korea with any purpose, it was 
for moral standards. 

Q After World War II we did surrender prisoners. 
Was that with bad effect? 

A I was present when they were loading them in 
boxcars, and I hope I never see that again. 

Q Whose decision was that? 

A It was a governmental decision. I don’t know just 
who was responsible. 

Q Was it a military decision or political decision, 
do you think? 

A Id say it was a political agreement. 

Q Do the Navy and the Air Force have a setup like 
yours? 

A The Air Force and the Navy each have a counter- 
part of my office. 


Importance of Joint Effort 

Q You in the Army have to deal with the greater 
masses, don’t you? 

A We are the only one operating now. We do have 
the support of the Air Force and Navy and obviously 
we must have. Psychological warfare, not only from 
a military but from a national standpoint, must be, in 
my opinion, a joint effort. No one can go it alone. 

Q In the operations you spoke of with the civilians 
in North Korea, do you have any evidence of dissen- 
sion and unrest up there? 

A Yes, we do get such evidence, but, again, we 
can’t really measure it. We get frequent reports that 
the majority of the North Korean civilians read our 
leaflets and, to the extent that power and radio facili- 
ties will permit, listen to our broadcasts. The papers 
have recently carried stories to the effect that civilian 
morale in North Korea is at an all-time low. 

Q Do you drop leaflets? 

A Yes, and we drop them regularly. Since the start 
of the Korean conflict, we have dropped about 2% 
billion. 

Q That's like a newspaper delivery, then, isn’t it? 

A We do deliver a newspaper twice a week on small 
sheets, printed on both sides, and containing straight 
factual news. 

Q Where is that delivered? 

A Dropped to the cities by air on a regular news- 
paper run. 

Q Is that just North Korean news? 

A No. North Korean news and world news. These 
news sheets are, of course, especially tailored for the 
target audience, and there’s an element of timeliness 
there which is generally quite important. 

Q You just drop them from the air to the streets of 
the cities, don’t you? 

A That’s right. 

Q Do you have a leaflet bomb? 

A Yes, we use a leaflet bomb which detonates at a 
certain altitude and scatters the leaflets, and the tar- 
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..- ‘Press run out there is 214 million leaflets a day’ 


gets are selected depending upon the density of the 
population and the area you want covered. We feel 
that, barring unpredictable winds, they have a fairly 
effective coverage. 

Q Could you give us some idea of how many leaf- 
lets you print for your twice-a-week run, for instance? 

A In a bomber load there are 16 bombs, 22,000 
leaflets to.a bomb, and there may be two or three 
bomber loads a night. I’d estimate a total of about 2 
million, twice a week, on our newspapers. I’d say that 
our press run out there of all types of leaflets, news- 
sheets, and so on, is about 2% million a day. 

Q These are one-sheet affairs? 

A Yes, 8 by 10, both sides, illustrated, on pulp 
paper. 

Q How long have you been doing this 214 million 
circulation a day? 

A It was built up from nothing, of course. Like 
every other activity of the military service in Korea, 
we were caught short, but leaflets were distributed 
within 36 hours after the time the North Koreans 
moved across the line. ; 

Q Do we employ a counterpart of Tokyo Rose? Or 
do the Commies? 

A We do not, and so far as I know the Communists 
do not. Of course, there are messages addressed to our 
soldiers and we address messages to theirs, but there is 
not any one character built up in the job. 

Q Do they fly leaflets over our lines? 

A They do occasionally, but not very often and not 


nearly the volume that we do. There is an occasional 
sneak light aircraft that comes over and that goes close 
to the front lines only. They rely primarily on dis- 
semination by patrols, infiltration and mortar shell. 

Q Their leaflets are printed in English? 

A Yes, and Korean. 

Q And we print ours in Chinese and Korean? 

A That’s right. And we broadcast in the dialects. 
Cantonese, Mandarin. 

Q Does the enemy aim anything at the South Ko- 
reans? 

A Yes. A great part of their leaflet effort, as well as 
loud-speakers, is against the South Koreans. 

Q What is the general content of a radio program 
that you direct at them? 

A Straight news, commentary, some of the Voice 
of America programs, some programs that are espe- 
cially designed for the Chinese and the Koreans. 

Q What sort of entertainment do you provide? 

A Music, some plays. Plays are very effective with 
the Chinese and the Koreans. It is one of the most an- 
cient of propaganda vehicles. 

Q What kind of themes are used? 

A Nostalgia themes, anti-Communist themes. 

Q Are they Chinese plays? 

A Yes. 

Q How are they produced? 

A They are produced in Tokyo and Seoul and 
canned for the broadcast. I would say that more of 


(Continued on next page) 








Weve O| MMOl Burg wD Ye 
GSU. Sele eee RAld B 
HM 2 Base BO 2718 








PSYCHOLOGICAL-WARFARE SAMPLE: Leaflets such as 
this are showered on Communist forces by the millions 
from U.N. planes. The leaflet above shows a quartet of 
North Korean soldiers who deserted to U.N. forces after 
being impressed by promises of good treatment. Writing 
under photo explains: ‘‘We know that most North Koreans 
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wish the war to end—and so do we. We are honorably 
waiting in safety and comfort until the happy day. We are 
(left to right): Paik Hyong Sok, Won Kil Sik, a U.N. Of- 
ficer who interviewed us, Oh Suo Min and Han Chin Ho.” 
The writing above cartoon at left says: ‘‘Communism 
brings slavery and death!” 














. « » ‘We need to intensify and co-ordinate our effort’ 


them are canned than go out live, because of the tim- 
ing of the broadcast, which is often late at night, and 
also there has to be a language check. We are in a 
very different position in Korea than we were in Eu- 
rope because of the language barrier. If you have 
someone putting on a show in Cantonese, you have to 
double check it so that it carries the message you 
intend. 

Q Those plays are performed by South Koreans 
and you have to keep a check against the fifth colum- 
nists, is that it? 

A We don’t think we have that trouble at all, but 
it’s a question of trying to get an idea that an Ameri- 
’ can might have which he thinks would be effective for 
a Korean, translated into the South Korean’s mental- 
ity to put over to the North Korean audience. 

Q Do the North Koreans run any risk in listen- 
ing to these programs? 

A Our intelligence indicates that there are pretty 
severe measures taken against those who read the leaf- 
lets or listen to the radio broadcasts. Radio broadcast- 
ing is probably the least effective. We’ve knocked out 
their power plants, the Commies have confiscated their 
radios, and the old battery sets are probably worn out. 

Q Do we, on our side, punish our people for read- 
ing the Communist propaganda? 

A No. You might be amused, in fact, to know that 
there are orders out that if Communist leaflets are 
dropped on our front-line troops—or left behind in 
so-called “field post offices” in between the lines—a 
packet of 10 should be sent back through channels for 
official records, and we have an awful time getting 
that 10. They all want them as souvenirs. 


Few in Far East Can Read 

Q Do you use what might be called the accepted 
advertising techniques or have you developed some- 
thing better than that? 

A I’m not sure I can answer that question. We try 
to profit by the best advertising techniques, but in the 
case of American advertising techniques they have to 
be adapted both to the audience we have and the edu- 
cational level. We started out at first with lengthily 
worded documents, but found out that the literacy 
level was only about 10 or 15 per cent and they 
couldn’t read them. Now we are going in much more 
for pictorial and cartoon-type material. 

Q Have you any idea on the percentage of literacy 
in North Korea? Before this war started, how many 
do you suppose could read and write? 

A I would have to verify the figure, but I would say 
it ran about 35 per cent. 

Q It’s lower than that in China, isn’t it? 

A Much lower than that. Literacy runs in China 
about 20 per cent. Now, immediately after the war, 
during the period of our “occupation” in Korea, there 
was a concerted effort to teach the people to read and 
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write. They adopted a simplified alphabet, and the 
literacy rate there has become very high. 

Q Have you been to Korea? 

A Yes, several times observing the progress of our 
efforts there. Twice within the last 15 months. 

Q In a place like North China, where only 20 per 
cent of the people can read, and they obviously don't 
have many radios, are there still things that we could 


‘do? 


A Oh, yes. The comic book over there is a decided 
success. I don’t mean the comic book as we know it in 
the U.S., but I mean the use of the cartoon or comic- 
book technique for putting across ideological or edu- 
cational points or principles. It is a question of pene- 
trating their curtain to get back in there. I think you 
can get the printed word into most of these countries, 

Q And the illiterate can always find somebody who 
can read it for him, can’t he? 

A That is characteristic of the Chinese, you know. 
The educated man in the village is always the one who 
does the reading for everybody, the writing of letters, 
and some public people made their living doing just 
that. 


Psychology in Diplomacy 

Q You must have some idea as to how psychological 
wartare can be conducted other than by direct contact 
with the troops. Do you think there is a value to psy- 
chological operations in the diplomatic field, too? 

A Very definitely. I think we need to intensify and 
co-ordinate and tighten up our effort in that field. At 
the moment it’s too loose, it lacks direction on gov- 
ernmental level. I’m not speaking critically in that 
sense now, but there is direction only to segments. 
There is no direction to the Department of Agricul- 
ture, for instance, as to what they might do with an 
agricultural mission to various areas of the world. 
That could have a decided effect on the psychological- 
warfare effort. This should all be pulled together by a 
central direction, with executive authority at the top. 

Q Are you integrated in any way to the so-called 
Psychological Strategy Board? 

A Yes, but my office is more closely associated with 
the Psychological Operations Co-ordinating Com- 
mittee, which is an interdepartmental committee un- 
der the Secretary of State. Papers of the Psycholog- 
ical Strategy Board are considered in the military 
services, since the Deputy Secretary of Defense is a 
member of that Board. 

Q Do you think we should have a separate depart- 
ment of the Government for this, or an interdepart- 
mental committee, or what? What would be your sug- 
gestion? 

A Either a separate department, given that respon- 
sibility completely, or an agency under the President, 
appointed by him, like some of these other agencies. 
Whether you would give it Cabinet status or not, | 


U. S. NEWS & WORLD REPO 





we 
JAI 





he 


ur 


nt 
ild 


led 

in 
ic- 
lu- 
ne- 
rou 
ies, 
‘ho 


Ww. 
rho 
TS, 
ust 


rid. ff 


cal- 
yy a 
top. 
lled 


vith 
om- 


log- 
tary 
is a 


art- 
art- 
sug- 


0n- 
lent, 
cies. 
t, I 







REPONE JANUARY 2, 1953 





don’t know. Very definitely it ought to have direct ac- 
cess to the President and the heads of the depart- 
ments, and the head of it ought to be on the National 
Security Council. I feel that the effort in this field 
can be as great as the effort that any of our other de- 
partments are doing overseas. 

Q You would recommend setting up a new agency, 
answerable to the President, to co-ordinate all these 
activities, State Department and Defense Depart- 
ment? 

A That’s right, to do the policy planning and the 
co-ordination. I would not put operations under that 
agency. The technical operational side belongs to the 
individual departments. 

Q Wasn't there such an agency set up about a year 
ago, General? 

A You probably mean the Psychological Strategy 
Board. 

Q Yes. What became of that? 

A It is still in existence. It has the Under Secretary 
of Defense, the Under Secretary of State, and the 
Director of Central Intelligence on it. But they are ex- 
tremely busy men and can’t give full time to it, and 
the result is that you go back echelon through 
echelon to the working staff who bat out a paper for a 
business meeting, and they agenda the item, and it is 
considered. 

I have already said, I believe, that I think such a 
board is sound, but I think its base needs to be broad- 
ened. Leave those people on it to represent the major 
operating departments, but ultimately supply the ad- 
dition of nongovernmental, top-flight civilians to de- 
vote full time on it. Give it the prestige it deserves so 
that its chairman can go to any Cabinet member, sit 
down and have a heart-to-heart talk on policies and 
activities, and so on. 

Q That idea has been suggested time.and again by 

members of Congress, but nothing has ever been done 
about it. What objection do you understand has been 
raised to it? 
A To be perfectly frank, my opinion is that no 
Government department wants to let go of what it al- 
ready has. I don’t think that there is any fundamental 
disagreement beyond that. 


Agencies That Can Help 

Q How many departments are involved, really? 
Just Defense and State and National Security Council? 

A Central Intelligence Agency, Mutual Security 
Agency, National Security Resources Board. 

Q Is Agriculture? 

A They are not, but they should be. Because I 
think that Agriculture, Labor, Commerce can do a lot 
in this field, and have, in their own way. Any agency 
or department that is involved in overseas activities 
or whose operations have an impact on foreign rela- 
tions has a place in it. 


.-« ‘No Government department wants to let go of what it has’ 


Q Could Public Health contribute to this? 

A Yes, of course, and that’s why I say there has to 
be an agency that would co-ordinate all of them, and 
no one Government department can lean over to 
another one and say: “Now, here, you do this.” 

Q And you think their reluctance to accept this 
would be because some one like State would not want 
some independent agency fixing its psychological 
policy? 

A That’s right. 

Q It’s their fear of being unable to co-ordinate it 
with State policy, is that it? 

A Possibly. However, I think that a State Depart- 
ment representative should be on that board to reflect 
State Department policy, but I don’t believe that State 
Department or Defense Department policy should 
necessarily be the sole criteria for a national policy. 

Q And ultimately the President would have to de- 
cide the points of dispute? 

A That’s right. 


Way to Take the Offensive 

Q We've got to get on the offensive in this cold 
war, haven’t we? If we just take a defensive stand, all 
we do is explain rather than positively promote some- 
thing— 

A I think we’ve got to have a long and short-range 
program with our world-wide objectives carefully 
spelled out and all the departments being placed in a 
position of responsibility to carry out their own phase 
of it. 

Q Is that broad program laid out now? 

A I don’t think that all Government departments 
do, no. 

Q Is there a long-range integrated program that all 
the departments should be participating in? 

A If there is one, it certainly needs revision, in the 
light of present-day conditions. 

Q But wouldn't the military program always be 
a short-term program? 

A The military psychological-warfare program will 
always be a short run. 

Q How does the British Government handle that 
function? 

A It is an adjunct of the Foreign Office. It has al- 
ways been. 

Q Do you think it is a disadvantage to have it an 
adjunct of a particular department? 

A To this extent, that the head of that agency can’t 
disagree with his own boss. 

Q Then you feel it is a technical specialty requir- 
ing separate and distinct types of advice? 

A Yes, and beyond that. I think it is an activity that 
requires top people to devote their full time—a cer- 
tain number of them, at least—who would sit down 
with no other operational responsibilities to divert 
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their minds and who can recommend things that are 
quite contrary to present policy, who can be in a posi- 
tion to cause a second look at an existing policy to see 
what changes, if any, should be made. It is awfully 
hard if you are at an echelon below the top, in any 
department, to get that done. 

Q Isn’t your agency, the work you are doing, the 
only full-time operation of a psychological nature 
in our Government today? 

A Oh, no! There’s the State Department and their 
so-called Voice of America—which is actually a mis- 
nomer—now headed by Dr. Compton, former presi- 
dent of Washington State College. 

Q Why is it a misnomer? 

A The Voice of America is only their radio activity, 
which is very extensive and is probably the most 
spectacular and most expensive. The State Depart- 
ment, however, is also active in the field of exchange 
of persons, libraries overseas, and the so-called cul- 
tural and information centers abroad. They also pub- 
lish and get copyrights for American books to be 
printed in foreign languages. There is a whole field of 
mass communication which is part of this Interna- 
tional Information Administration of the State De- 
partment. The Voice of America is just one of their 
instruments of mass communication, although most 
people think that the State Department program is 
only the Voice of America. Now, in some places it is 
much more effective to use the printed word than 
it is the radio. 


State Department's Work 

Q From your observation of the State Department's 
operations, would you say that wé’ve been making 
progress with psychological operations at the State 
Department level? 

A I think they have made decided progress in the 
last several years, yes. 

Q But still not far enough? 

A Still not far enough, of course. 

Q Do you draw any line in psychological warfare 
between the operations in friendly or allied countries 
and the operations in enemy countries? Is that all 
done by the same people, for instance? 

A No, it isn’t. There are various area desks and 
area specialists. The message has to be couched in dif- 
ferent terms to a friendly country than it would be to 
a satellite country or a hostile country. 

Q Would you call what we are doing in a friendly 
country psychological warfare? 

A We don’t call it that, but I believe the question 
is academic. The important thing is what you are try- 
ing to do. The name you put on it is immaterial. 
We are trying to explain our intentions and our ac- 
tions to the world in general. Such an organized 
effort to spread information could also be character- 
ized as propaganda. Even though propaganda can be 





honest, moral, ethical and necessary, people just don’t 
like the word. I guess we can blame Goebbels for that. 
Our national effort is of course a “psychological” 
effort. The word “‘warfare” is probably not too appro- 
priate. 

Q Except in your case in Korea? 

A Where a war is going on, that’s right. 

Q Can you reach inside Russia? Are there means 
of getting into the Soviet Union other than radio? 

A Yes, I think there are many other ways. You can 
get in with literature... 

Q How do you get them out among the people? 

A You don’t, except for bootleg copies. There is a 
black market for our literature there. 

Q Could there be some regular system of getting it 
in there, or are they effectively shut out. 

A I think they are pretty effectively shut out in 
normal mail communications to the masses. 


Letters Through the Curtain 

Q How else would you reach them? 

A Well, there are letters that do go in. There is 
censorship, of course, but no country is going to ex- 
clude certain letters getting through. There are people 
going back and forth. There are the peripheral areas. 
East Germany gets into Poland, Czechoslovakia, and 
so on. It is the most difficult problem we’ve got, how- 
ever, to penetrate the Iron Curtain with a continuing 
flow of accurate information. 

Q If that is so, how can you get to be effective in 
those areas? 

A I think there you have to break down.a country 
into target audiences. I would say you can be effective 
in the long run by evolution, which in a very gradual, 
long-range process, which is difficult for the American 
to accept because he thinks he has to get it done to- 
morrow. Now you can do it by revolution, which is 
not practicable at this time because you couldn’t get 
anybody over there to revolt. You can’t do that in a 
police state. You do have a “center segment,” though, 
which can be reached. No matter what the time 
process involved, there are in every country certain 
groups who make their influence felt throughout im- 
portant segments of society. This is obvious in demo- 
cratic societies, but it is also true in the most ruthless 
dictatorships. Rather than using a shotgun approach, 
effective propaganda tries to concentrate on these 
targets. 

Q Are we trying to reach them? 

A Yes, through the State Department activities, for 
instance. 

Q Do you feel that those activities are effective? Do 
we have any notion as to how effective they are? 

A That, again, is the one problem we are up against 
and we have had research people working on it for 
some time—how do you measure the effectiveness? 
Now, you can get some inklings of effectiveness. 
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For instance, if a public statement is made here and 
broadcast by VOA, then you get a rebuttal to that 
statement by Radio Moscow. If you get Radio Prague 
lambasting us for this or that statement we have made, 
then you know it is getting under their belt, and they 
are hurt. Then you get refugees coming out with infor- 
mation and intimations. But you cannot measure the 
real quality of your efforts. 

Q Are the Russians operating in this field pretty 
extensively? 

A Yes. They have many years’ head start on us in 
this field and are devoting many times the amount of 
money and personnel we are. 

Q What do you think they are spending on it a 
year? 

A I think State Department came out with a figure 
not long ago of one and a half billion dollars in their 
global program. 

Q How much have we spent? 

A You can get it up near 150 million. In addition, 
we don’t have the machinery which the Russians 
have developed over so many years. It is not only 
what they spend but also the ardent followers of the 
party line that they have, like the Daily Worker in 
New York and London. 

Q Do the Russians have an independent propa- 
ganda agency of some kind? 

A They have what they call their “Agitprop,” the 
Agitation and Propaganda Department. That extends 
clear down through their armed forces so that there 
is a—if you want to call him such—a political officer 
in every subordinate unit. That extends even into 
the foreign countries. 

Q Is this agency independent of the other agencies 
and reporting directly to the Politburo? 

A Yes. The Cominform too, of course, is its inter- 
national propaganda arm. 


Russia Has Her ‘Goebbelses’ 

Q Does “Agitprop” correspond to a department in 
our Government? 

A I’m not too clear on that myself, and don’t know 
that any of us are. I have seen schematic charts on it. 
But they very definitely have this hierarchy that goes 
back up through their agitation-propaganda channels 
right to the top. There are Goebbelses in their organ- 
ization somewhere. 

Q How far would you say we should go in the way 
of spending money for this purpose?- 

A I couldn’t answer it exactly that way. I would 
say what I think we ought to have a comprehensive 
plan of what we want to do and where we want to 
do it and what our timing is for it, and then total up 
the cost. I don’t think it can be done in terms of 
money. To be given 2 billicu dollars instead of 150 
million is not necessarily a guarantee of doing the job. 

Q When you add up what we are trying to do in 
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psychological warfare, don’t you have to include 
some of such things as the Point Four program? 

A Very definitely. 

Q So that our expenditure in that general field is a 
great deal greater than the figures mentioned? 

A That’s right. Mutual Security is another. 

Q How much co-ordination is there now, say, be- 
tween your office and the Voice of America as a prac- 
tical working thing? 

A There is at least a weekly meeting by an inter- 
departmental committee, set up under the Secretary 
of State, as an advisory group, which consists of MSA, 
Defense, State and, under Defense, the Army, Navy 
and Air Force. 


How Programs Are Guided Now 

Q Can you give us an example of how that might 
work in practice? 

A The State Department gets out guidances on 
special events such as the treatment of a particular 
session in the United Nations. These guidances in- 
dicate how we handle the particular subject in our 
combat propaganda in Korea and how the State De- 
partment handles propaganda in its various overseas 
areas. Some of them come out in advance of the 
occasion, others come out depending upon the news 
as it breaks. They are co-ordinated. If there is a plan 
or proposal that any one of the services or depart- 
ments wants to play up and needs co-ordination, it 
is put before them, co-ordinated there, and goes out as 
a joint document. I’m not sure I can think of any 
specific one at the moment. 

Q Didn't you say that in Korea we are using some 
Voice of America scripts in your broadcasts? 

A Yes, that’s right, and they are using some of ours. 

Q What do you think is the relationship between 
policy made by our Government, national and inter- 
national, and psychological warfare? Specifically, can 
there be policies adopted which would vitiate or nullify 
things that are done on the psychological-warfare 
side? 

A Yes. For example, I think the psychological war- 
fare is an extension of the policy, and that is why I 
think the director of a revitalized psychological-war- 
fare organization should have direct access to the top 
Government official, in this case, the President, so 
that he will know the policy, and, in turn, the Presi- 
dent will know the impact of his actions from a 
psychological standpoint. 

Q Isn't that rather analogous to what the public- 
relations man in a modern business does in talking to 
the president of a company? He may not be able to 
say what the policy should be, but he can evaluate it 
as to when it is good and when it is bad. 

A ‘Yes, and that’s why I advocate in the military 
service and the Army particularly, that there are 
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three agencies within the Army that have the re- 
sponsibility for interpreting an item of information. 
The Public Information Officer, General Parks in the 
case of the Army, gets an item of information on, say, 
atomic artillery. He interprets that to the American 
public or advises as to how it should be released so 
that it is properly interpreted in terms that are un- 
derstandable and does not create false or misleading 
impressions. Then TI&E, Troop Information and 
Education, takes the same item and interprets it for 
the American soldier. That is their responsibility. My 
office, on the other hand, takes that same item and 
interprets it for a foreign audience. You really have 
to have the three. 


The public-information officer and the psycho- - 


logical-warfare officer should have the same relation- 
ship to the head as you have in the industry setup if 
one is putting out information for a domestic audience 
and the other is putting it out for a foreign audience. 

Q And they should be co-ordinated or integrated so 
that there is no conflict between the two? 

A Very definitely. 

Q Do you think those conflicts have occurred in 
the past? 

A I know they have. 

Q Is your outfit doing all the psychological war- 
fare in Korea for the whole U. N. operation? 

A That is substantially correct, with Air Force and 
Navy support. 

Q Don't the British or the others have their own? 

A The British have a psychological officer out 
there, but he is largely working with the British 
Commonwealth Division. 


Co-operating With Allies 

Q Wouldn't that bring on some conflict? Here the 
British, for example, recognize Communist China. 
Isn't there a conflicting viewpoint there? 

4 It could. It could get down to an interpretation 
of this: Are the United Nations Forces in Korea 
fighting Communism, or are they fighting Communist 
aggression? In the latter case, all the United Nations 
would say, “Yes,” they are fighting Communist ag- 
gression. But if you were to say that they are fighting 
Communism per se, then some of them wouldn’t 
recognize that. 

Q So we have to have an integration with our Allies 
as well as within our own Government? 

A That’s right. 

Q Don’t you have such an integration through the 
standing committee here in Washington made up of 
the nations that have troops in Korea? 

A On matters of broad policy, yes; but so far we 
haven’t run into that at all. Rarely during World War 
II did we run into it with the British. That was a 
joint operation then under General Eisenhower’s 
headquarters. 






. “The more effective we are, the less chance of shooting’ 


Q Suppose we had something happening in the 
Assembly at the U.N. that was adverse to the very 
things you are trying to say and do, not only with re- 
spect to 6ur own troops but with respect to the troops 
of the enemy in Korea. The President of the United 
States couldn't co-ordinate that. He’d be powerless to 
affect any action, wouldn't he? 

A That’s right. And when you are allied against a 
common enemy, you run into the probability of re- 
ducing it to the least common denominator. 

Q Do you think we could step up our psychologi- 
cal operations and get somewhere without getting 
into a world war? 

A I think we should make the effort. I think the 
more effective we are in.the field of ideological war- 
fare, the ideological battle, let’s call it, the less pos- 
sibility there is of getting into a shooting war. 

Q You can reach the satellite countries, can’t you? 

A To some extent, yes. 

Q Would you say that your operation is one that: 
(a) seeks to prevent large-scale war; and (b) when 
it is in progress tries to end it? 

A I think that’s a fair statement. 


‘Inevitable’ War Denied 

Q Most people, though, think that the military 
want only to fight. As a student of psychological atti- 
tudes, what attitudes do you find in the military gen- 
erally as to the expectation of a big fighting war? 

A I don’t think you will find many of them that 
have any desire for war. Of course, I think any stu- 
dent of history is bound to conclude that we are a long 
ways from eliminating war. 

Q But is there any resignation in the military to 
the idea that there is nothing you can do to prevent it? 

A I haven’t heard any of my associates express it 
that way. 

Q The general public feels that the military be- 
lieve it is inevitable and that the cry for more and 
more preparation represents a resignation to this in- 
evitable. What would you say on that? 

A I would say quite the contrary. My contempor- 
aries have the idea that the best way of avoiding a war 
is to be reasonably well prepared so that you can’t be 
taken by surprise and at the same time have a counter- 
threat that would deter anyone from starting one. 

Q How much weight do you attach to the idea of 
a physical force so large as to act as a threat? How 
does the other side react to the threat? Aren't they 
more apt to react by saying, “We'd better prepare, 
too’’? 

A Probably, and you might have an endless arms 
race. 

Q And yet you can’t avoid preparing? 

A I don’t see how you can. 

Q And particularly now with two ideologies mak- 
ing up a two-way distrust— 
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A I think you can effect a certain military con- 
tainment which will give you time enough to keep 
hitting away at this ideological offensive. At least, 
we ought to expand our effort in the ideological field 
and see if we can’t change the attitude of the people 
on the other side so that they will be forced to go 
along with us in a state of possibly a cold war with 
no danger of a hot war. 

Q And how can you do that unless you reach the 
people who influence the other governments? Cer- 
tainly you aren’t intending to reach that govern- 
ment with these tactics, are you? 

A I think, maybe, you can. I think their own future 
will depend after a time in settling down to a period 
of reasonable peace. I don’t think that Russia and 
some of these other countries can continue to drive 
their people for many more years at the present 
standard of living they have and the hardships they 
go through, the police state, and feel that their own 
lives and future are secure. 

Q But hasn't this revolution been going on for 35 
years, and the people haven't rebelled? The same view 
you now express was expressed in 1950, wasn’t it? 
What change do you expect on that basis? 

A I don’t know that there is any great change in it, 
except that there are a lot of people in satellite coun- 
tries who had a far higher standard of living than 
the Russians ever had under the Czars and whose 
living conditions are now being lowered by the Krem- 
lin. The standard of living for the Russians has come 
up, I understand. 

Q But there is a reduction of the standard of liv- 
ing in the satellite countries, isn't there? 

A Yes, very great reduction there, and that may be 
the place where the snowball will start rolling back- 
wards. 


Passing of the Old Communists 

Q Isn’t there another big change inside the So- 
viet Union proper—that is, you have the gradual 
death of the older people who would have first- 
hand knowledge of the contrasts? Also the dying 
off of the oldline Communist revolutionaries and fa- 
natics? Isn’t it possible that after 20 or 30 years 
that will tend to make it easier rather than more 
difficult? . 

A Among the Kremlin elite, cynicism is taking over 
right now for the old Marxian theory. Malenkov, for 
example, is the foremost example of the cynical dic- 
tatorial attitude which moves the Kremlin dictators. 
They use the so-called “World Communist Move- 
ment” only as a facade. Now, as those people begin to 
die out, you might get a chance. 

Q And the young people certainly have heard what 
the old people have said over the years. The memories 
are there. And they are beginning to hear things from 
the outside, too? 
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A Again, it is an ideological battle. 

Q What is your evaluation of the purpose, psy- 
chological warfarewise, of these trials that the Rus- 
sian conduct? It is internal or external? 

A I think it is internal. It is tightening their con- 
trols over the people who accepted Kremlin domina- 
tion thinking that they need to go only part of the 
way. I think, with the satellite countries, it is a pro- 
gressive Sovietization. 


Atom Threat Avoided in Korea 

Q How do the hydrogen bomb and atomic bomb fit 
into your operations? Do you use them as a threat in 
any way? Do you discuss them at all? 

A I don’t know how these last tests have been 
played in our foreign information program. I have 
been away. But in Korea in the past we have not 
used the atom bomb as a threat. We reported the 
developments in atomic artillery in our news sheets, 
as we would other news, but we do not present it 
as a threat. 

Q Why is that? 

A Well, I doubt that it would be so useful over there 
and whether it would have much of an effect as a 
threat. You see, you don’t threaten someone unless 
you are ready to use the threat if you have to. We can’t 
bluff. We must maintain credibility in our output. 
We may say something wrong from time to time, but 
it is not intentional. Furthermore, I see no purpose in 
scaring the common people in North Korea. I think 
the Government officials, the military leaders, and 
the rest of them, already have their own ideas on the 
power of atomic weapons if this thing were to open 
into an all-out war. They are the ones who have to be 
deterred, not the man in the street. 

Q Then it isn’t even discussed as possible use in a 
big war if the present conflict in Korea doesn’t end? 

A No, we haven’t mentioned it at all. We have kept 
very quiet on that. 

Q Would you say that a trip like that of General 
Eisenhower’s has a psychological value in your oper- 
ations in Korea? 

A Very definitely. 

Q From what angle? 

A Having gotten back from Korea, he is in the posi- 
tion of saying, “I have firsthand knowledge,” which 
means a lot more than just reading about it. Not only 
here at home, but among our allies, there will be more 
willingness to accept his judgment on the necessity 
for the steps to be taken, regardless of what they are. 
Also, I think that his personal interest in going out 
to the Far East will do a great deal out there to stimu- 
late the morale of all those people in the Far East who 
think now that they are just second-rate cousins as 
far as the United States is concerned. I would expect 
the effect to be greater in, say, Malaya and Southeast 
Asia in.general than just in North Korea. 
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2. in 1951 Union Oil made a total 
net profit of $27,295,971. Of this, 
$15,851,712 was plowed back into 
the business to meet the expand- 
ing needs of our customers. 
$11,444,259 was paid out in divi- 
dends to our shareowners. What did 
these dividend payments average 
per common shareowner? 





3. How much investment in “tools” 
does it require to provide an aver- 
age job at Union Oil Company? 
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4. in 1910, Union Oil did an annual 
volume of $12 million. This repre- 
sented 23% of the total oil business 
in the West. Today we do an annual 
volume of over $275 million. What 
percentage of the total oil business 
in the West do we have today? 


PICTURE QUIZ 


Answers at bottom of page 
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1. Two gallons of today’s gasoline 
do the work of three gallons of 
1925 gasoline. On the average, how 
does the price of today’s regular 
grade gasoline compare with the 
price of regular grade gasoline of 
1925 (excluding state and federal 
gasoline taxes) ? Check one: 


[_] [| 


The same 15% greater 50% greater 








Check one: © 


[| s2es 
[| $5,276 
[__] s10,560 


Check one: 
[| $755 


[| $3,100 
[_] $70,920 


Check one: 


[| 31x 
[| 13% 
[| 23% 


Answers: 


1. The same. The reason: Under our 
American profit and loss system, U. S. 
oil companies have the incentive to 
compete for your business. Because of 
this constant incentive they spend mil- 
lions of dollars every year on research 
and development to put out the best 
possible gasoline at the lowest possible 
price. 


2. $285 per shareowner. $11,444,259 is 
a lot of money but it was divided among 
Union Oil Company’s 40,093 share- 
owners. And our largest single share- 
owner has less than 1% of the stock. 





3. $70,920. That’s why in most indus- 
tries today you have to pool the money 
of a lot of people under legal agree- 
ments known as corporations. Very few 
individuals could finance the ‘‘tools’’ 
required by heavy industry. 


4. 13%. We do over 22 times our 1910 
volume. But we have a smaller percent- 
age of the total business—mainly be- 
cause the oil industry is far more 
competitive. There are many more oil 
companies competing for the business 
today than there were in 1910. 








UNION OIL COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 


This series, sponsored by the people of Union 
Oil Company, is dedicated to a discussion of 
how and why American business functions. We 
hope you'll feel free to send in any suggestions 
or criticisms you have to offer. Write: The 
President, Union Oil Company, Union Oil 


Building, Los Angeles 17, California. 


MANUFACTURERS OF ROYAL TRITON, THE AMAZING PURPLE MOTOR OIL 
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Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


Nearly everything's booming as the country turns into a new year. 

Boom, moreover, is to go on through the year. That's fairly definite. 

Business activity won't rise much from year-end levels, but it is due to 
expand a bit. Test of business strength is not likely until 1954. 








To give you a run-down on the major business measurements..... 
Total output of the nation's goods and services in 1953 is likely to be 
close to 362 billions in dollar value. This year: about 346 billions. 
Individual incomes probably will approach 283 billions for the year. That 
compares with about 269 billions for 1952. 
‘Qutput of industry probably will average 230 per cent of 1935-39 for 1953, 
against an average of 218 per cent for 1952. 
Retail trade may total 175 billions in 1953. For 1952: 164 billions. 
These estimates indicate that 1953 will stack up as the biggest boom year 
of all time. But there will be this difference from 1952: The year just ended 
was a year of rising activity. Activity may slacken in some fields as 1953 
wears on. But the downturn will not by any means add up to a recession. 














To give you a few details about the outlook..... 

Automobile industry plans to produce 5 to 5.5 million passenger cars. That 
won't be as high as 1950 with 6.7 million cars, but will top 1952. 

Manufacturers of electrical appliances plan large production, too. 

Home building probably will decline, but the construction industry looks 
for a year that will be as good as 1952. Public construction will rise. 

Steel mills continue to operate full blast. Demand for steel stays high. 

High activity in the automobile, construction and steel industries spells 
prosperity for the country as a whole. They are all booming now. 























Prices are expected to decline a bit in the year ahead. 

Wholesale-price level has been dropping all through 1952. For the new year, 
the official index of wholesale prices may dip to around 205 per cent of the 
1935-39 average. It will average about 213 per cent for 1952. 

Retail prices have not yet reflected much of the decline at wholesale. But 
cost of living is expected to dip in the year ahead. 

What's indicated for 1953 is a year of virtually full employment, a high 
level of production and declining prices. Boom without inflation. 











U.S. trade with other countries is getting closer to a balance. 
Countries abroad managed to add more than 700 millions to their gold and 





dollar assets in the July-September period. Since the beginning of April, 
dollar gains by other countries comes to 1.1 billions. 
Additions to dollar reserves in recent months are more than enough to 
(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 





offset the drain on reserves that occurred from mid-195l through March, 1952. 
Decline in exports of U.S. goods and services is the chief reason for the 





improved financial strength of other countries. Exports dropped from 5.35 
billions in April-June to 4.6 billions in July-September. 

Imports of goods and services held at about 3.9 billions a quarter. 

U.S. Government aid to other countries dipped slightly in the recent 
quarter from the 1.2 billions advanced in April-June. 

Prospect is that other countries will continue to strengthen their dollar 
position in 1953, as U.S. military aid steps up. The outlook, too, is for an 
increase in exports and imports in the year ahead. 





Money-market developments indicate that a large part of the short-term debt 
of Government can be shifted to long-term debt in the year ahead. 

Money policy favored by the men who will manage the debt for the new 
Administration calls for a shift to long-term issues. 

Interest rates on 90-day Treasury bills recently rose above 2 per cent. 

Long-term bonds can be marketed for 3 per cent. So a shift from short-term 
to long-term securities can be made without a large increase in expense. 

In the year ahead, the Treasury will have to refinance around 57 billion 
dollars' worth of maturing debt. It will not be surprising to see bonds offered. 














Bond offerings by the Treasury would reduce the need to tap the market so 
often for money. They would also help in shifting some of the debt from banks 
to other investors. That, in turn, would make the debt less inflationary. 


Farm-production goals announced by U.S. Department of Agriculture call for 
another year of high output by U.S. farmers. 

Increased production is asked for corn and other feed grains. That is held 
to be needed in order to produce enough livestock. 

Smaller output is recommended for wheat, cotton and oil seeds. 

Grassland goals are being laid out for each county in the year ahead. More 
grass is wanted both to support livestock and to improve the soil. 

Altogether, farmers are asked to plant about the same acreage in 1953 as in 
1952, but with the emphasis on livestock feed. USDA tells farmers that the 
country needs another year of high production. Goals set by the Department are 
voluntary. They represent official advice to farmers. 














Industrial raw materials are becoming more plentiful. 

The “critical list" of the Defense Production Administration reports an 
improved supply of aluminum, copper, lead, tin, zinc, tungsten, some steels. 

Still scarce are nickel, cobalt, some of the rarer metals, heavy castings. 

Improved supply also is reported for a number of chemicals. 

This situation suggests that Government controls may not be needed much 
longer. Controlled Materials Plan, which rations materials, seems certain to be 
modified if it is not ended in a few months. 














Rain making is to get a scientific analysis from the Weather Bureau. 

Cloud-seeding tests are to be conducted in the State of Washington from 
January to May, and again during autumn and winter. Purpose of the tests is to 
try to establish definitely whether rain making actually works. 
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The Chicago Motor Club did it. Saved itself thousands 
of dollars and man-hours by modernizing its system of 
handling member service calls. 

Without a nimble record-keeping system, this Ameri- 
can Automobile Association affiliate with 250,000 mem- 
bers throughout Illinois ran into waste and confusion 
when winter brought 50,000 service calls per month. 
Verification of services by 1500 member garages got 6 
to 8 weeks behind. Confusion reigned when it snowed. 

Today, a member in trouble phones the Club’s main 
office. His report is recorded on a McBee Keysort card. 

Each service man carries a book of Keysort road ser- 
vice cards. These are used to report the disposition of 
the trouble and the time and mileage involved. 


ine 





Pulling yourself out abel canbe easy 











At the Club’s main office, the Keysort cards serve as 
call records and as invoices for the member garages. 
Clerk-hours are saved and prompt payment is assured. 

By sorting and classifying the cards the Club obtains 
statistical data on breakdown causes. And because of 
Keysort’s flexibility it’s able to spread the workload 
among its member garages during an emergency. 

Management in every kind of business is using simple 
Keysort methods to solve record-keeping problems. 
Keysort requires no special personnel, no costly instal- 
lations. Pre-coded punched cards produce accurate and 
timely records at less cost than any other method. 

Ask the McBee man nearest you about McBee’s 
potential in your business. Or write to us. 


THE McBEE 
COMPANY 


Sole Manufacturer of Keysort— 
The Marginally Punched Card 
295 Madison Ave., New York 17. 


Offices in principal cities. 
The McBee Company, Limited, 
11 Bermondsey Road, Toronto 13 


LUS & MINUS 
Latest Indicators of Business Activity—| 





Larger incomes now being earned by 
business firms and consumers are being 
spent with growing confidence. 

A spurt in personal income and business 
profits has come about as a result of A 
the swift recovery in business activity 
since July. Personal income, before 
taxes, climbed to a rate of 276 billion 
dollars per year in October, 12 billions 
above July. Profits of 200 large corpo- 
rations, reported by the Federal Re- 
serve Buard, rose 9 per cent in the 
third quarter and should be up again 
in the fourth. 

Plant and equipment spending 
planned by business for the full year 
1953 will total 26.3 billions, the Gov- 
ernment reports. That is down only 2 
per cent from 1952 and about equal 
to 1951. 

Manufacturing companies will spend 
11.9 billions, 4 per cent below 1952. 

Bigger spending is planned in 1953 by 
industries that still have a large part 
of scheduled defense expansion ahead 
of them, or that feel sure of a steadily 
growing demand for their products far 
into the future. The petroleum industry 
expects to add 6 per cent to its 1952 
spending. Public utilities will add 1 
per cent, rubber products 11, electrical 
machinery 16, other machinery 8 per 





cent. 

Smaller spending than in 1952 is 
planned by industries that have nearly 
completed vital plant expansion and 
are less certain of steady growth in 
demand. Iron and steel companies 
plan to spend 17 per cent less in 1953. 
Railroad spending will be down 20 A 
per cent, nonferrous metals 25, trans- 
portation equipment 25, textile-mill 
products 26 and motor vehicles 15. 


INDEX * 
(1935-39=100) 


FOR VARIATION 





Commercial concerns, including those 


in trade, service, finance, communica- 
tion and construction, plan te spend 7 
billions in 1953, up 2 per cent. 

small drop in total plant and equip- 
ment spending in the latter part of 
1953 may be indicated by the official 
figures. Earlier reports put the spend- 
ing rate at 28.7 billions per year for the 
first quarter. The total of 26.3 billions 


Retail-Store Sales 
And Retail Prices 
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Source: Commerce Dept. © 1952, By U.S. News Pub. Corp. 
for the full year falls short of the first- 
quarter rate. Actual spending later in 
1953 may, of course, run above early 
plans. 

source of dollars for business spend- 
ing that does not show up in profit 
figures is the amount of income carried 
to depreciation reserves. Corporate 
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PRODUCTION 
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profits are still below their 1950 rate, 
but amounts added to depreciation re. 
serves are getting bigger each year. An 
unofficial estimate puts them at 103 
billions in 1952 and 15 billions by 
1955. They were only 4.3 billions in 
1946. 

Consumers have been spending mor 
freely, too. As the top chart shows, re. 
tail-store sales recently have run above 
the peak set in January, 1951, the sec. 
ond buying wave after start of the Ko. 
rean war. Retail prices have stopped 
rising, so bigger sales in dollars meana 
larger flow of goods. 

The cost of living, including rents, util 
ities and services, stood at 191.1 on the 
BLS index on November 15, littl 
changed for the last four months. 

Liquid savings of individuals bulged to 
5.6 billions in the third quarter, the 
largest rise since 1945. Savings have 
grown a total of 23.3 billions sinc 
1950. In the latest quarter, bank de. 
posits and currency alone rose 3.5 bil- 
lions. That has helped to lift Christmas 
trade to a record high. 

A heavy flow of credit from banks has 
helped to finance the rise in consumer 
and business spending. It has lifted 
deposits and currency held by indi- 
viduals and business to a record of over 
190 billions. 

Demand for loans has led banks to sel 
short-term investments. The market 
yield on three-month Treasury bills 
rose to 2.16 per cent on December 22, 
a new high since 1933. 

Free spending at this time is not based 
on fear of shortages or higher prices. 
It has strengthened hopes that the de 
tense build-up will not be followed by 
a sharp downturn in business activity. 


. WEEKLY) 
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News YOU Can Use 


IN YOUR PERSONAL PLANNING 














Corp. 


=PORT 





24th and N Streets, N.W. 
Washington, D. C. 


There seems to be much confusion about what is expected of taxpayers on 
January 15. You will do well to check the rules. 


TAX DEADLINE. Here, briefly, are the points you need to understand: 

If you pay income taxes to the Federal Government in quarterly install- 
ments, your final payment for 1952 will be due not later than January 15. 

But note this important point: If you got considerably more income than you 
estimated, so that your regular quarterly payment in January will fall far short 
of winding up your 1952 tax bill, you must file an amended declaration by 
January 15 (Form 1040-ES). At the same time, you must pay up. . 

Here is the rule: Taxpayers must file new declarations and pay up by mid- 
January if their previous estimates understated the actual amounts of tax due 
on 1952 income by more than 20 per cent. 

This 20 per cent rule applies to the amount of tax, not income. That's a 
point of confusion. Just because your income is within 20 per cent of your 
estimate, don't assume that your tax is. Best policy is to check. 

If your regular quarterly payment on January 15 will bring you within 20 
per cent of what you owe, you can wait until March 15 and pay any additional tax 
at the time you file your final return for 1952. 





TAX BOOKWORK. If you are one of those who underestimated badly, you 
can save yourself some work by combining two tax reports into one. It's 
permissible to file your final tax return for 1952 by January 15, and skip 
the amended declaration. Be sure, though, that you have exact figures for 
1952 before trying to figure your return. Otherwise, you will have to do 
it all over again, and file an amended return by March 15. 





FARMERS' TAXES. Special rules apply to farmers. They are expected, if 
they haven't done it before, to file their declaration of estimated 1952 tax by 
January 15, and pay up at that time. Or, if they prefer, they can skip the 
January 15 deadline, file final returns by January 31, and pay up then. 

What is a farmer?’ For purposes of these tax deadlines, he is a person who 
can expect to get at least two thirds of his income from farming. 








JOB FOR GRADUATES. Your boy, graduating from college in February, is not 
likely to have much trouble getting a good job--and at pay that would have looked 
like a fortune when you yourself started out in life. 

Frank Endicott, of Northwestern University, took a placement survey of 
176 companies, and found that average pay for new graduates in industry is $304 
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amonth. Some get considerably more than the average. Technical graduates are 
Snapped up most quickly by industry. 

But Mr. Endicott also discovered that early military service is in prospect 
for 75 per cent of graduates. As for those who leave jobs to do military serv- 
ice, about 835 per cent go back to their former jobs after getting out. 


VAL''E OF A DEGREE. Here is another important discovery of the survey 
made by Northwestern: Companies, more and more, are adopting policies of 
hiring only college graduates for key jobs. This trend, says Mr. Endicott, 
is showing up more widely with each year's survey. He has made similar 
surveys of industry each year for the last seven years. 





JOBS FOR OLD PEOPLE. Most retired people don't seem to know it, but there 
are a good many types of work they can do without sacrificing the pensions they 
draw from Social Security. The rules are these: 

On any job that is covered by the Social Security insurance system, the 
limit is $75 a month. That limit applies up to age 75. Past 75, a retired man 
can keep drawing his Sociel Security pension no matter how much he earns. 

On any job not covered by Social Security, there is no limit on earnings. 
That goes whether the Social Security pensioner is 65, 75 or 85. 





WHAT JOBS? Here are some examples of work not covered by Social Security: 

A man can run a farm and keep drawing his Social Security pension, regard- 
less of how much he earns. Farm operators are not covered. 

The same goes for most jobs in the Federal Government. Any federal job 
that is under Civil Service is not covered by Social Security. 

In State governments that have not placed their employes under Social 
Security, jobs are not subject to the $75-a-month limit. 

That's true also of uncovered jobs in nonprofit organizations. 

As a rule, a retired man can practice a profession without losing his 
Social Security pension. Here are the practicing (nonsalaried) professional 
people who are not covered: physicians, dentists, optometrists, osteopaths, 
chiropractors, naturopaths, veterinarians, lawyers, architects, certified public 
accountants, other registered accountants, funeral directors. 


HOME IMPROVEMENTS. It may be easier than you think to finance the home 
improvement or alteration that you are considering for the spring. Federal 
Housing Administration insures what's known as Title I loans, specifically for 
home improvements. There isn't much red tape involved. 

Just see your banker to arrange the loan. There will be no title search or 
big fees. You'll have to submit only ordinary credit information. 

You can borrow as much as $2,500 for as long as three years. It will not 
matter if your home already is under mortgage. On a $2,500 loan for three 
years, you will pay $80 a month. On $1,000, your payment will be $32 a month. 





EARLY DISCHARGE. Boys returning from Korea may get out of the Army a month 
earlier than they expected. A new Army policy, effective January 1, provides 
that enlisted draftees arriving in U.S. from Korea under the rotation system 
will be released if they have completed 20 months of active service. Until now, 
the minimum period of service has been 21 months. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 





MORE PEOPLE: IT MEANS 
NEW TRADE, GOOD TIMES 


U.S. enters the new year 


growing vigorously. Total popu- 
lation, by 1953’s end, will top 
161 millions. ‘ 

There is important information 
for business, professional men, 
everybody in this study of Amer- 
ica's changing population. 


The amazing U. S. population 
boom, which is transforming this na- 
tion, will continue through 1953. 

Births probably will rise to the 4- 
million mark for the first time in Ameri- 
can history. This will make possible a 
net population gain of about 2,725,000 
people, the largest annual increase ever 
recorded for the U.S. 

Marriages probably will decline a bit 
in 1953. There will be about 15 per cent 
fewer families formed than in 1952. 
Since marriages and new families have 
the most potent immediate effect on busi- 


ness of any population changes, their 
prospective decline is something busi- 
nessmen must reckon with. But the de- 
cline is temporary. It will pass by 1955, 
when the small baby crops of the de- 
pression era in the 1930s have passed 
through the marriage cycle. 

After 1955, marriages are due to rise 
again, unless all signs fail. Meanwhile, 
the basic population expansion of the 
country, a key to long-range growth and 
prosperity, will be going right ahead, 
from present indications. 

U. S. is growing faster even than at 
the height of the immigration flood from 
Europe in the early 1900s. Experts who 
in the 1930s thought the republic was 
“matured” or “aging” and headed down- 
ward, can hardly believe the population 
figures now rolling in. 

As 1953 begins, the U.S. has nearly 
158.5 million people. It will have about 
161 million a year from now. The latest 
guess for 1960 that officials toss around is 
171 to 175 million. Population was only 
131 million when World War II began. 


A population boom like this brings 
revolutionary effects in its wake. Nearly 
everything the nation has—its cities, 
roads, schools, sewers, colleges, water sup- 
ply, resorts, churches, farms, industries, 
businesses and services—suddenly seems 
inadequate, overcrowded, run down. | 

Demand for raw materials, food, man- 
ufactured goods and fuel breaks all rec- 
ords and then keeps on rising. New in- 
dustries spring up, old ones expand, jobs 
multiply, markets broaden, and there’s a 
feeling of good times in the air. When 
war or the threat of war is added to a 
population boom—and the two often go 
together—the result is a sort of explo- 
sion in industrial activity and the wants 
of the public. 

The U.S. has been going through such 
a period of bustle and growth, and burst- 
ing of its seams, since 1940. Everything 
points to another, perhaps greater, de- 
cade of expansion in the 1950s. 

In the 1940s the country gained 
above 18 million people. That was like 

(Continued on page 78) 
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Putting MOSINEE 


Forest Fibres 
to work for you 


You can have MOSINEE 
made to your specifica- 
tions ... to meet your needs in terms of 
your product, processing or packaging: 


@ Fibres absorbent or non-absorbent. 
e Acidity or alkalinity controlled fibres. 


e@ Fibres for impregnation with wax, 
resin, or other substances. 


@ Fibres with dielectric properties. 
@ Moisture-vapor repellent fibres. 


@ Tough, soft, flexible or stiff, dense or 
porous, corrosion or mold resistant 
fibres. . . made as you need them. 


For fibres of controlled quality and 
uniformity, to perform vital functions 
dependably, contact 


MOSINEE PAPER MILLS COMPANY 
MOSINEE, WISCONSIN 


MOSINEE 


makes fibres 
work for Industry 
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In ‘40s, U. S. gained as many as live in Canada and Cube 
In ‘50s, half of Great Britain’s total may be added... 


bringing Canada and Cuba inside the 
U.S. borders, in terms of new human re- 
sources and markets suddenly opened to 
industry. ; 

In the 1950s, another 20 to 24 million 
people will be added to the United 
States population, if present trends con- 
tinue. That will be equivalent to adding 
about half of Great Britain to this coun- 
try in a period of 10 years. 

The year ahead, in more detail, is 
pictured by the charts on pages 78 and 
79, so far as population developments 
are concerned. Interesting and important 
changes are to be expected. 

Births apparently will break all rec- 
ords, reaching an all-time high of about 
4 million, according to latest estimates. 
Births have been increasing since the 
Korean war began. The estimate for 
1952’s total is 3,915,000 births, which is 
the high to date. 

At 4 million, the number of births in 
1953 will be 3 per cent higher than in 
1947, the high point of the baby boom 
after World War II. At this level, the 
country’s families will have 56 per cent 
more new babies than in 1940. It will be 
another very busy year for obstetricians, 
maternity hospitals, gift shops, merchants 
of infant wear and manufacturers of baby 
foods and equipment. 

Marriages are expected to decline 
in numbers during the months ahead, but 
by only 2 or 3 per cent. The forecast 
is for about 1,491,000 marriages in 
1953 compared with about 1,525,000 in 
1952. 

If it were not for the war in Korea the 
number of marriages probably would be 
substantially lower than it is now, in 
light of the smaller number of youths 
reaching marriage age. But, with the 
war, more youths are marrying while 
they can. 

Just prior to the outbreak of the Ko- 
rean war, the number of marriages was 
declining rapidly, as the youth crop 
dwindled. After Korean fighting started, 
a sudden jump in the number of mar- 
riages occurred, and that was enough to 
bring marriages up to 1,667,000-—5 per 
cent more than in 1949. 

At the estimated 1953 level of about 
1,491,000 marriages, there will be few- 
er trips to the altar in the U.S. than in 
any year since 1937—excluding 1944, 
when millions of men were overseas and 
only 1,452,000 marriages were recorded. 
Yet 1,491,000 marriages in the year 
ahead will still be 52 per cent more mar- 
riages than in 1932, at the bottom of the 
depression. 

The average jewelry store, florist, and 
merchant of women’s furnishings prob- 


ably will notice little change in }j 
“marriage trade” in 1953, as compare 
with 1952. In 1954 he probably will fini 
still another decline in marriages in hi 
community. But by then he'll be able h 
look forward to a rise in the marriage rat 
within another year or two. 

New households are a significay 
population factor, in the business ou 
look for 1953. The estimate is for 757, 
000 new family units in 1953, or 15 pe 
cent below the number set up in 195) 
and 40 per cent below the all-time hig) 
reached in 1949. 

This big drop in the number of ney 
families is a red light of warning fy 
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home builders and their many supplies 
—the manufacturers of lumber, paitl 
clay products, plumbing goods, heatini 
gear, electrical fixtures and basic hom 
appliances. The chances are that thei 
market is going to be much smaller, foj 
the next few years, than it has been it 
the recent past. 

If builders start as many homes ij 
1953 as they did in 1952, the total num 
ber of new dwelling units started sino 
1950 will outnumber the total number 4 
new families formed since that year bj 
about 1 million units. 

Evidence of lagging housing demant 
at current prices, is popping up alread} 
Prices of older houses have weakent 
noticeably in many areas. Talk of how 
ing shortages has disappeared except i 
some military and defense-industry are 
National figures show a higher rate 9 
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... Another cycle of rise 
in population to start in’55 


yacancies in dwellings than at any time 
since 1945. 

Divorces, which affect the number 
and composition of family units, are ex- 
pected to rise a little in 1953, to about 
400,000. About 390,000 divorces oc- 
curred in 1952. Apparently the number 
of divorces is stabilizing at around this 
level. The all-time high in divorces came 
in 1946, when 8 million men came home 
from the war and 610,000 divorces were 
recorded. 

The next change in_ population 
trends bearing directly on business pros- 
pects will come in 1955. Then, the num- 

Hber of youths reaching maturity will 
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show a sizable increase, for the first time 
in many years. 

That will signal the start of another 
promising population cycle. With more 
youths, marriages and family formations 
will be expected to rise. A new “wave” 
of population increase in that case will 
get under way. . 

Exactly what happens then will de- 
pend on the course of events; whether 
there is peace or war, good times or bad. 
But, barring disasters, the big popula- 
tion rise that occurred in the 1940s vir- 
tually guarantees another big population 


increase starting in the late 1950s and. 


continuing into the 1960s. 

Meeting the needs of this new popu- 
tion, and making up the backlog of 
needs already piled up in the current 
Population boom, promises to keep the 
5 U.S. busy for years. 


JANUARY 2, 1953 0 








..-HERE’S HOW 
TO FIND OUT 


Let us send you, without cost or obligation, 

PULSE of Texas. It is a new service prepared especially for the 
busy man. 

It answers many of the questions you want to ask about the 

important industrial area in Houston and Texas’ Coastal Corridor. 


Each regular issue contains a brief summary of current Texas 
business activity plus more detailed, technical information on a 
subject of interest to management in many fields. 


= KEEP PULSE on FILE 


You will want the information supplied by this new 
=| service in your files; you will especially want your 
=) a < ~ : ; 

4 technical men* to have it handy. 


...and if Texas is in Your Plans 


Let us show you in person the many advantages that Texas offers expand- 
ing and decentralizing industries. Plan to visit sunny, hospitable Texas 
during these winter months. Let us know when you’re coming, and we'll 
arrange to show you Houston and the Texas Coastal Corridor. Mean- 
while, ask for PULSE of Texas; you'll find it stimulating. 


HOUSTON PIPE LINE, CO. 


Subsidiary of Houston Oil Company of Texas 
*If you'll send us their names when Wholesalers of _ 
you send your own, we’ll be glad A & 


to see that they also receive person- N t i 
ally addressed copies of PULSE a u ra 


of Texas. 
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TAXES: HOW BIG A CUT? 


Don’t dash out now to spend 
the cash you expect to save from 
tax cuts in the new year. 

The few companies that pay 
the excess-profits tax prokably 
will get a cut in 1953. Some peo- 
ple will get a break from States, 
localities, here and there. 

Odds, though, still are against 
any big tax cuts for any big 
number of taxpayers. 


Taxes, at all levels of government in 
this country, are going to drain off 
more of the income of individuals and 
business in 1953 than ever before. 

A few taxpayers, this year, are to get 
their first glimmer of easier times, of low- 
er taxes. For most taxpayers, though, the 
odds are that the total bill will be higher, 
not lower, until 1954. 

Individuals probably will get no re- 
duction in federal tax rates in 1953. And 
the same old rates will mean higher dol- 
lar taxes as incomes rise. State and local 
governments, too, will take more out of 


Celendar Years 


1945 


1950 





1951 





( estimates 
under present 
tex lew ) 


Legend > ae Personal Taxes 


Profits Levy to End, but ‘53 Take Will Set Record) s. 


the pockets of individuals. A few corpor- 
ations, those that pay the excess-profits 
tax, quite probably will get a cut in their 
tax bill in 1953. Most corporations, 
though. will get no relief now. 

Altogether, the country’s tax bill in 
the vear starting January 1 will come to 
about 91.2 billion dollars. That’s to be 
the total tax take by federal, State and 
local governments. It compares with 
about 87.8 billion for 1952, and about 
56.8 billion during calendar 1950. 

To put it another way, about 30 cents 
out of each dollar of income in 1953 will 
go to tax collectors. Few families will 
pay less than 20 cents out of each dollar 
of income—counting “hidden” . taxes— 
and most will pay 25 to 50 cents or more 
out of each dollar earned. 

That, briefly, is the over-all outlook for 
taxes during the new year. It all adds up 
to the prospect that taxpayers have at 
least one more year of record-high sacri- 
fices to make for their governments. 

In more detail, here is what to expect: 

Tax burden imposed by the Federal 
Government again is to be the big head- 
ache for the average citizen. And, again, 
it is the direct taxation of incomes and 
estates of individuals and corporations 
that will make up the big burden. These 


ca Corporation Taxes 





direct levies will account for nearly $f tay 
out of every $6 collected by the U. S., x 
the chart on this page shows. 
Altogether, the tax take of the Natin§f | 
al Government in 1953 will come { pat 
about 69.1 billion dollars, on the basis df the 
existing tax law. This is a rise of abou hes 
2 billion dollars over the 1952 take, ani the 
a jump of 80 per cent since 1950. liq 
State and local governments, mean yet 
while, will collect a combined total if To 
about 22.1 billion dollars in the nevi fac 
year. They will, at least, if recent trend mo 
in State and local finance continue. Taff to 
take of States, counties, cities, tow | 
ships, other local jurisdictions has beef are 
expanding sharply since 1945. Theif® the 
collections, in fact, have risen from 103% tax 
billion in 1945 to 18.2 billion in 19508 yo} 
and to 20.8 billion in 1952. 
What all this means to the individu ¢hj, 
taxpayer is something else again. AB eye 
lot depends on what happens to the ta yp 
payer’s income, and where he lives. dig 
Individuals are to find the tax bit} pay 
hurting about as much as ever in th ter 
new year. The outlook varies, though an 
with different levies. prc 
Income taxes imposed on individualf \, 
by the Federal Government, just possi} Jog 
bly, may be reduced slightly in 1959 ¢ip 
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That reduction, if it comes, will amount 
to about 5 per cent for most taxpayers. 
But it probably will not come in 1953. 
Chances are small that the new Admin- 
§ istration and Congress will be able to 
grant big tax cuts and balance the budget 
at the same time. And a balanced budget 
is a firm Republican pledge. 

This means that individuals in 1953 
probably will be paying federal income 
taxes at the 1952 rates. Many individ- 
uals, however, will move into higher 
income brackets—and higher tax levels. 

Federal excise taxes, for the most 
part, also will remain unchanged during 
the new year. Congress is to be under 
heavy pressure to reduce excises where 
they are hurting industry most—on 
liquor and amusements, for examples. 
Yet few, if any, cuts in these are likely. 
Total tax take from these excises, in 
fact, probably will rise as people buy 
more and more of the products subject 
to federal excises. 

Other federal taxes on individuals, too, 
are likely to be unchanged in rate during 
the coming year. That goes for estate 
taxes, gift taxes, Social Security pay- 
roll taxes. 

Individuals may not come off even 
this easily on State and local taxes, how- 
ever. The trend in these still is sharply 
upward. States and localities both are 
digging deep for revenues needed to 
pay for highways, schools, hospitals, wa- 
ter and sewerage systems, and health 
and farm programs. Some of these im- 
provements are not paid for all at once. 
Many are financed with long-term 
loans, Yet taxes required to pay prin- 
cipal and interest on mountains of new 
debt are rising steadily in many States 
and localities. 

Some States, for example, may adopt 
anew tax on personal incomes in 1953, 
or raise rates if they already have such a 
tax. Incomes of individuals now are 
wed by 29 States. Other States will turn 
to a new general sales tax for their rev- 
enues, or raise rates on sales taxes al- 
teady collected. Some 31 States now 
have a general sales tax. 

Cities and counties, too, are studying 
these two taxes for new money sources. 
New York City, for example, is studying 
the idea of taxing incomes of individuals. 
Others are studying special taxes on the 
sale of such things as cigarettes and 
gasoline. So far, nearly 300 localities tax 
individual incomes, and many impose a 
tax on the sale of specific products. 

Still other State and local taxes may 
take more out of the individual’s pocket 
during 1953. Property assessments, or ac- 
tual property tax rates, still are being 
marked up in a great many cities, towns 
and counties. New taxes of all kinds are 
under consideration. Philadelphia is 
studying a 4-mill mercantile license tax 
om gross receipts of business and a 2 per 
cent levy on transfer of real estate. Jersey 

(Continued on page 82) 
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STOCKS 


Selected as Most Promising 
For the New Year 


ERY Year-end UNITED Service presents to its clients a 
carefully-selected group of well diversified stocks which 
have unusual promise for outstanding performance. Our selec- 
tions for 1953 have been made by the same experienced staff, 
using the tested UNITED Opinion method which has proved 
so dependable over the past 32 years. Included are: 


10 Attractive for Appreciation 


These are potential market leaders — selected from hundreds 
of issues analyzed by our Staff as most promising for appreciation 
in 1953. Prices range from 22 to 58 — yields up to 9.3%. 


10 “New Product” Stocks for Growth 


This selection includes 5 vigorous young companies undergoing 
rapid development and 5 well-established quality Growth Stocks 
with broad fields for further expansion. 


10 Stocks for Liberal Income 


These good quality stocks, with consistent earnings and divi- 
eriod of years, offer you nearly double the 
income return afforded by high grade bonds. Yields up to 7%. 
Be sure to read this 30-Stock Report 

before making your plans for 1953 





Yours with Months Trial 
This Special Report, with 30 ontstanding stocks for 1953, § 


and the next 4 weekly UNITED Reports, sent for only... 
This introductory offer is open only to new readers. 


UNITED Reports | 


are backed by 32 | Name coerce ereerere eee eee eeeeeeeseee eens 


years’ 


counselling investors. Address . itt tan 


experience in 


hey are used by more 
investors than any 
other advisory service. 


ACT NOW! Mait | 


coupon with only $1.| 
1 





UNITED BUSINESS SERVICE 


210 NEWBURY STREET 
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BOSTON 16, MASS. 




















Does 
your 
company 
advertise? 


If what you make or sell 
is bought by high-income, 
important people in busi- 
ness, industry, or the pro- 
fessions, ask your adver- 
tising agency to get the 
facts on “U.S. News & 
World Report”, and its 
more than 500,000 net 
paid circulation concen- 
trated heavily among im- 
portant people. 


CHANGES OF ADDRESS 


Notice of change of address should be sent not less than 
two weeks prior to the date change becomes effective. 
Send the address at which copies are now being received 
and the new address at which you wish to receive copies. 


U.S. News & World Report 
Circulation Department 
435 Parker Ave., Dayton 1, Ohio 


TREASURERS 
SALES MANAGERS 
COMPTROLLERS 
TRAVELERS 


Travel expenses can be _ reimbursed 
efficiently and without cash advances! 
TRAVELETTERS have been used for 58 
years by thousands of outstanding 
companies, because TRAVELETTERS 

V eliminate expense checks 

V improve expense control 

V lessen internal costs 

V reduce travel expenses 

V. increase productive time 

V minimize cash advances 








For information write: 


22 W. Putnam Ave., Greenwich, Conn. 


SETS 





"Pampered Pipa I” 


rs in the world’s largest 
cold storage plant—created a unique prob- 
lem for the Alford Refrigerated Warehouse. 
This Texas company has two huge build- 
ings—so big that 80 railroad cars and 100 
trailer trucks can be unloaded at one time. 


Here is 7,500,000 cubic feet of cold stor- 
age! Here 200,000 pounds of produce can 
be “blast frozen” in a single day! And here 
miles of pipeline are subjected to tempera- 
ture extremes. Such temperature variations 
cause severe contraction and expansion of 
the piping system. Cook Electric Company 
supplied the immediate answer—Magnilas- 
tic Expansion Joints, the simple, economi- 
cal way to “engineer out” this problem 
created by temperature extremes. 


From refrigerated warehouses to the “‘cat 
crackers” of the oil industry, from massive 
wind tunnel installations to atomic energy 
plants, the expansion joints and other prod- 
ucts of our Magnilastic Division serve hun- 
dreds of organizations in a thousand ways. 


Cook Electric Company and its eight 
divisions are numbered among key sup- 
pliers of industry and government—known 
for technical research, development, design 
and production of mass or single-item or- 
ders. Here—in our widely diversified facil- 
ities— manufacturing assignments refused 
by others as impossible to do have been 
quickly accomplished. 


Whether your need is minute electronic 
components or large airframe structures, 
write for complete information about what 
we offer your business. You will find good 
reason to assign us your problems. 





Customers like these have 
contributed to the remarkable growth 
of Cook Electric Company 
Blaw-Knox Construction Company 
The Detroit Edison Company 
Great Lakes Carbon Corporation 
Goodyear Aircraft Corporation 





Cook Electric Company 


Established 1897 
General Offices & Main Plant © 2700 Southport Avenue ® Chicago 14, Illinois 
Diaphlex — Aircraft Components and Accessories © Wirecom — Wire Communications, Protection & Distribution 
Apparatus © Magnilastic—Expansion Joints and Heavy Industry Equipment ¢ Airchasis—Airframe Structures ¢ Cook 
Research Laboratories — 8100 Monticello Avenue, Skokie, Illinois ¢ Metal Fusion — Heat Treating, Brazing and 
Annealing @ Inland Testing Laboratories—2745 Janssen Avenue, Chicago 14, Illinois @ Subsidiary: 
Canadian Diaphlex Limited—Aircraft Components and Accessories, Toronto, Ontario, Canada 
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... State and local taxes 
to be cut here and there 


City has a number of proposals under 
consideration. 

Tax cuts, on the other hand, will be | 
granted to individuals here and _ there 
around the country on a State or local 
basis. Virginians got a 20 per cent reduc. 
tion in their State income taxes paid late 
in 1951, and a 9 per cent cut in the 1952 
bills just recently presented. Prospect is 
for another cut in the 1953 bill. Canton, 
Ohio, citizens will pay no local income 
tax in 1953—they just tossed it out. 

Corporations, however, are listed for 
the oniy major nation-wide tax cut now 
scheduled in law for 1953. Congress is 
almost sure to allow the excess-profits 
tax to die at midyear, as provided in | 
present law. That will mean a 50 per 
cent cut in this particular tax for 1953, 
and an end to the tax for 1954. 

Even this one federal tax reduction, 
though, will apply to only a few com- 
panies. Only 70,000 to 80,000 corpora- 
tions have taxable earnings in the EPT 
range. These are mostly in manufactur. 
ing indusiries, particularly in such du- 
abie-goods industries as steel, other met- 
als, machinery, automobiles, aircraft, 
other transportation equipment, lumber, 
furniture, scone, clay and glass products, 
Some rubber, paper, chemical, petroleum- 
refining and tobacco firms also have earn- 
ings in the EPT range. 

About 340,000 corporations pay no 
EPT and, therefore, will see no benefit 
in its death, 

Still other federal taxes on corpora- 
tions are almost sure to hold unchanged 
in rates during 1953. The Social Security 
pay-roll tax, now 1.5 per cent, will not 
go to 2 per cent until Jan. 1, 1954. 

State and local taxes, to the extent that 
they are marked up in 1953, will hit 
corporations harder in many _ instances. 
Incomes of corporations, for example, 
now are taxed by two out of every three 
States. Actual rates in a few of these 
States might be raised. Rising property 
taxes will add to the cost of doing busi- 
ness in many States and localities. 

Other business taxes are sure to be 
marked up here and there during 1953, 
on a State or local basis. 

Cuts in State and local taxes, on the 
other hand, will ease the load for cor- 
porations in some areas. Virginia, again, 
probably is to be an example. 

All in all, the year 1953 shapes up as 
another rough one for taxpayers. It will 
be rough, at least, unless political pres- 
sure to relieve taxpayers outgrows poli- 
tical pressure for spending and budget 
balancing. Best bet right now is for no 
major reductions for the average tax- 
payer until 1954. 
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Labor Week 





Strikes will be numerous in the 
new year, perhaps even more 
numerous than in 1952. 

Little strikes, not big strikes, 
will account for most of the in- 
crease in 1953. 

Eisenhower probably will use 
the Taft-Hartley law to stop big, 
crippling walkouts. 

Wage increases, eighth round, 
will be smaller than seventh 
round. Employer resistance is 
mounting. 


Life at the bargaining table is go- 
ing to be tougher for union leaders in 


| 1953. They will miss White House 


backing for their wage demands. Em- 
ployers are likely to be cooler toward 
raises. 

Strikes, as a result, are expected to 
increase in number, especially in small 
companies and_ industries.’ Industry- 
wide walkouts in basic industries, how- 
ever, may not be as serious as in 1952. 
President Eisenhower, on the basis of 
attitudes of some of his friends, will be 
more inclined to use Taft-Hartley in- 
junctions in major stoppages than was 
Mr. Truman. Unions probably will try 
to avoid big strikes in fear of stirring 
up sentiment in Congress for stiffer la- 
bor laws. 

Employer victories in strikes, it also 
appears, are likely to increase in 1953. 
Unions in recent months have found it 
more difficult to win strikes. They have 
been forced to end long walkouts with- 
out getting anything more in wages than 
companies offered at the start. With a 
new Administration in Washington, the 
odds favoring employers are expected 
to rise still more. 


The cost of living, apparently due for ° 


a decline in the second half of 1953, 
may help this trend along. Unions will 
lose their chief argument for pay raises. 
Some workers will get pay cuts where 
escalator clauses tie wages to living 
costs. Unions, therefore, will try to re- 
write such agreements. 

Wage increases, on the other hand, 
are to continue in most industries, bring- 
ing the eighth round since World War 

(Continued on page 84) 
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‘MORE STRIKES AHEAD? YES, BUT— 


Stiffer Labor Laws Feared by Union Heads 


Man-Days Lost in Strikes 
Since End of World War Il 
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When Big Strikes Can Occur in 1953: 
A Calendar of Dates to Be Watched 


| Feb. 10. One big rubber contract expires. 


| Feb. 15 | Packinghouse Workers (CIO) can reopen wage 


contracts. 
} March 15 | Northern textile industry’s wage contracts end. 


| March 15, Electrical Workers (CIO) can reopen one big 
contract. 


| duly 1 | Steelworkers can strike again as wage clause 


reopens. 


| Oct. 1 | Coal miners can strike. 


Railroad contracts expire. 


© 1952, By U.S. News Pub. Corp. 


83 





novation 


in TV design 


Amagniticuity 


aqnavox 
tilevisiony 


BETTER SIGHT...BETTER SOUND...BETTER BUY 


get 
SKILLED LABOR 


plus 
“VACATION LIVING” 


in 
RHODE ISLAND 


A versatile labor force, close at hand and 
willing to work, plus year-round “Vacation 
Living” is yours when you locate your plant 
in Rhode Island. 


This valuable surplus of skilled, intelli- 
gent labor is the result of the same economic 
pressures which have caused competitive 
labor shortages in other sections. Rural and 
small town living opportunities near fishing, 
sailing, hunting, etc. are within a half hour 
of manufacturing areas. 


Good plant sites, favorable taxes and wage 
rates, ample power. For complete informa- 
tion on these and other highly competitive 
advantages which Rhode Island offers you, 
write today. 


Labor Week 





Total work time lost by strikes in 1953 
expected to be less than that of ‘52... 


II. A scarcity of workers in some areas 
will help unions get pay raises, as em- 
ployers bid up rates to attract more 
labor. On the average, factory workers 
are expected to receive an increase of 
about 7 cents an hour by the end of 
1953. This is less than the 1952 increase 
of about 9 cents. 

Work-time losses, therefore, may not 
come up to the 1952 total of 54 million 
man-days, as shown in the chart on 
page 83. The steel walkout of 55 days 
helped swell the 1952 total, making it 
the largest loss since the big wave of 
strikes in 1946. If a steel strike can be 
averted in 1953, and if coal miners set- 
tle their grievances without a long stop- 
page, total lost time in 1953 probably 
will not be above that of 1952. 

Industry by industry, here is how 
wage disputes are shaping up for Round 
8: 

In coal, John L. Lewis can call a 
strike on October 1, or can allow his con- 
tract to run indefinitely. Lewis prob- 
ably will attempt to repeat his tactics of 
splitting the operators into rival groups 
in an effort to win another raise. He is 
likely to avoid a nation-wide strike if 
possible, to prevent use of Taft-Hartley 
injunctions designed for shutdowns of 
entire industries. 

Steelworkers’ contracts allow the 
union to call a strike on July 1, ‘if wage 
demands are not settled by then. Talks 
between union and company officials 
will begin about May 1. This will be a 
major test for the union’s new president, 
David J. McDonald, to see whether he 
can set a wage pattern for other indus- 
tries, as was done so often by the late 
Vhilip Murray. 

Auto Workers hope to set a precedent 
in 1953. Led by Walter P. Reuther, the 
CIO Auto Workers want to force a re- 
opening of contracts supposedly frozen 
until mid-1955, Reuther is seeking con- 
ferences with auto companies early in 
the new year, to bargain for a larger 
annual raise, higher pensions and a limit 
of 5 cents an hour on pay cuts that now 
would come if the cost-of-living index 
should drop. The auto contracts bar 
strikes until 1955, but Reuther argues 
that the agreements can be reopened 
because the Government is revising the 
cost-of-living index. 

Railroads, currently faced with union 
demands for an increase above cost-of- 
living adjustments, will get a new set of 
proposals in October. 

Rubber Workers, CIO, will be one 
of the early starters in the 1953 wage 
race. The Goodyear contract expires on 
February 10. 


—Black Star 


STEELWORKERS’ McDONALD 
Can he match Murray’s record? 


Meat-packing firms are due to get 
new union demands on wages under a 
reopening clause effective February 15. 
Rivalry between CIO and AFL unions 
in the industry will make it difficult for 
either group to stage a big walkout, 
since the competing union probably 
would sign up without a struggle. 

Textile contracts with Northern cot- 
ton and rayon mills expire March 15. 

Electrical-equipment firms are to get 
wage demands early in the year. General 
Electric’s contract with CIO allows a 
reopening of wages on March 15. This 
could set a pattern for the industry. 


AFL, ClO Differ 
On Law Changes 


Labor’s plans for 1953 go beyond 
strikes and wages. New presidents of the 
AFL and CIO are revamping their pro- 
grams to meet a changed atmosphere in 
Washington under the incoming Admin- 
istration. 

Actually, differences are cropping up 
in the plans of the two big labor organi- 
zations. On some issues, these differences 
indicate variations in strategy that can 
drive the AFL and CIO further apart at 
a time when there is talk of a merger. 

Political strategy of the AFL, for ex- 
ample, is to differ from that of the CIO. 
The AFL broke precedent to indorse 
Adlai Stevenson in the presidential cam- 
paign, but it does not intend to remain 
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... ClO to continue 
ts political activity 


ied with the Democrats. AFL President 

sorge Meany has made it clear that the 

will not tie up with any political 
party, will be ready to co-operate with 
he new Administration. 

CIO, on the other hand, is staying 
Joser to the Democratic Party. Walter 
Reuther, CIO president, is taking a wait- 
»nd-see attitude on the Eisenhower pro- 
pram. CIO leaders believe that the new 
Administration will tend to favor the AFL 
over CIO. Under Roosevelt and Truman, 

eCIO had an edge at the White House. 

Another difference is that, while the 
10 plans to continue its political activ- 
ty, the AFL apparently will tone down 
ts efforts between congressional elec- 
ions. The CIO proposes to take political 
ontributions from members each year, 
and to engage in State, county and city 
lection campaigns. When the next con- 
gressional elections come in 1954, how- 
ever, the AFL as well as CIO will be 
active at the polls. 

Labor legislation also will bring out 
some differences in strategy. The AFL is 


showing an inclination to co-operate with’ 


Republican leaders in Congress in dis- 
cussing changes in the Taft-Hartley Act. 
The CIO is waiting to see what changes 
ae proposed. The unions probably will 
not like some of the proposals. 

Injunctions against big strikes, for ex- 
ample, probably will stay despite labor 
objections. Senator Robert A. Taft (Rep.), 
of Ohio, favors retaining the law’s section 
on national-emergency strikes. 

Industry-wide bargaining, on the other 
hand, apparently will not be outlawed as 
some employers propose. Unions oppose 
this proposal, which would make it illegal 
to close down the entire coal or steel 
industry. 

Under a proposal that has strong sup- 
port in the Senate and House, strikers 
would be allowed to vote in bargaining 
elections although replaced by new em- 
ployes. The law now keeps strikers from 
voting in some cases. 

Filing of non-Communist affidavits 
would be required of employers as well 
union officials, under another proposal. 
This would mean that an employer would 
have to swear that he is not a Communist 


“We got faster erection 
with lower cost and 
more usable space 

with our 5 Butler Buildings.” 











says 
Mr. J. H. Deaderick, ?-esident 
Arizona Machinery »mpany 


Hore Why Arizona Machinery Company 
> haw Shondacdined on Butler Buildings 


Let Mr. Deaderick tell you why he chose Butler Buildings 
for the largest parts department in the Southwest . . . why he 
standardized on Butler Buildings for all new construction at 
the company’s branch offices at Tucson, Flagstaff, Mesa, Casa 
Grande and Coolidge. 


“We're expanding fast. So fast that when we need additional 
plant space we need it in a hurry—and we want it to be full 
usable space. That’s why we chose low cost, quickly erected 
Butler Buildings for our Phoenix, Arizona plant and are 
standardizing on Butler Buildings for all new branch office 
construction. Another big factor is that Butler Buildings can 
be easily expanded when even more space is needed.” 


Find out today how Butler Buildings (with galvanized or 
aluminum covering) fit your requirements for a long life, low 
cost structure. Mail coupon below for prompt reply! 
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KANSAS CITY, MO For prompt reply, address office nearest you: 


; UP B Paty member be‘ore filing a case with 
ani- B NLRB. 
nee’ A larger NLRB also is planned. One 
Cal proposal is to add two members to the 
rt at B esent five-man board. Representative 
Samuel K. McConnell, Jr. (Rep.), of 
Pennsylvania, who will head the House 
labor Committee, is considering a pro- cit SQUIRE STEEL BUILDINGS onthe 
posal for a drastic reorganization of Few GOU:PMENT—CLEANERS count femal 
NLRB powers. (See page 40.) SPECIAL PRODUCTS Address 
(Continued on page 86) City 


BUTLER MANUFACTURING COMPANY 
7387 East 13th St., Kansas City 26, Missouri 
987A Sixth Ave., S.E., Minneapolis 14, Minnesota 
Dept. 87A, Richmond, California 

C) Please have a Butler representative call on me. 


i 

tirmingham, Ala. — Richmond, Calif. 
| 

| 

| 

() Please send me complete information on Butler f 
| 

| 

| 

| 

i 


Galesburg, Ill, — Minneapolis, Minn 
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DEPARTMENT OF 
TRADE & INDUSTRY 


Parliament Buildings 
Victoria, B.C., Canada 


Hon. Ralph Chetwynd, Minister 
E. G. Rowebottom, Deputy Minister 





POWER RESOURCES » 
TRANSPORTATION > 


\ * 
BASIC INDUSTRIES > 


} MANUFACTURING > 
‘| 


PLANT SITES > 


In addition to these great advantages, British 
Columbia offers: equable climate; sound govern- 
ment with advanced legislation; a strategic position 
for world trade. Availability of skilled and un- 
skilled workers adds to the claim of British Columbia 
as being the Land of Industrial Opportunity. 


INDUSTRIAL growth during the past 10 years 


1942 
$125,000,000 
76,000,000 
72,000,000 
38,000,000 
558,000,009 


—“ 


Huge resources of potential water 
power of more than 11 million 
H.P. with available power of 
1,358,000 H.P. Natural Gas assured 
in the near future. 


Four railway systems. Modern 
Highways. Airlines to main 
centres of World and Province. 
Deep sea ships ply all year ’round 
between British Columbia har- 
bours and World points. 


British Columbia abounds in 
huge resources. Basic Industries 
include Forestry, Mining, Agri- 
culture and Fishing. 


Confidence which secondary in- 
dustries have placed in the 
future of British Columbia is 
evidenced by the huge industrial 
expansion which has taken and is 
taking place. 


Before you decide on any location, 
investigate British Columbia. 
Detailed data available on in- 
dustrial sites in all areas for light 
and heavy industries. 


1952 
$ 520,000,000 
165,000,000 
153,000,000 
80,000.000 
1,290,000,000 


Your enquiry will receive 
prompt attention and 
all pertinent data will 
be forwarded on request. 


Investigate 
British Columbia Now! 


Labor Week 








... Senate expected ti 
modify labor-law proposals 


This plan calls for making the N, 
tional Labor Relations Board more ¢ 
a court, to hear cases, with its prog. 
cuting function turned over to the Justig 
Department. The proposal is not likeh 
to get Senate support if it should get inj 
the House bill. 

As in other proposals, the House ve. 
sion of amendments is likely to be tone 
down by the Senate. Leaders of the Se, 
ate indicate that they are trying to wo 
out amendments that will be acceptabk 
to labor, although not going as far towar 
repeal of the law as the unions want. The 
House, as in the past, favors stronge 
curbs on unions. 

Social Security changes also are lp 


ing urged by the unions. Here, howeve; {iS 











ae for Wide wal 
‘THE DOCS SEEM TO 
AGREE ON MINOR SURGERY’ 


Congress probably will delay action 
pending a study by a special commission. 
Labor wants larger pensions, additional 
benefits and wider coverage. 

Wage-Hour Act also is due to retail 
its 75-cent minimum wage. Labor leaders 
want to push the legal wage up to $1 
or $1.25 an hour, but Congress is not 
likely to go along. Unions are expected 
to run into much opposition on many of 
their other legislative proposals in the 
new Congress. 

A merger of the AFL and CIO, how- 
ever, is not to result in the near future, 
despite labor’s fear of congressional op- 
position to union-sponsored legislation. 
Jurisdictional troubles are one _ reasoi 
for the delay. No formula has yet been 
devised that will avoid conflicts ovet 
organization rights. 
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We’ve Been Asked: 





ABOUT NEW RULES FOR IMMIGRANTS 





© Aliens coming into the United States are now being screened under a new 
immigration law; revised system has been in operation since December 24. 


© Far-reaching changes are made by the McCarran Act; there are many new 
rules on who can enter this country and who will be kept out. 


®@ Many persons listed as “undesirable” because of crimes or other offenses can 
be deported under the law. Foreign seamen also are affected. 


s it to be easier or more difficult 
from now on for people abroad to 
enter this country? 

or some people it is to be easier, for 
any others more difficult. On December 

b4, an entirely new act governing immi- 

gration took effect. 


hat individuals will find it easier to 
get into this country? 
Relatives of U.S. citizens and of foreign- 
bon residents of the U.S. in many cases 
will find it easier to get admitted. It also 
is to be somewhat easier for some skilled 
workers whose skills are needed here. 


What individuals will find it more 
difficult? 

twill be more difficult for most foreign- 
ets who have no relatives in this country 
and who are not sponsored because of 
special skills by someone in the U. S. For 
many of these it will be most difficult, if 
not impossible, to get visas to enter. 


How is it made easier for a relative 
to get in? 

The new Immigration and Nationality 
Act sets up a system of preferences for 
relatives of people in the U.S. who want 
tocome here. Top preference for rela- 
tives is given to parents of American 
citizens. Second place goes to wives, 
husbands and children of aliens living in 
the U.S. on a permanent basis. (Hus- 
bands, wives and most children of Ameri- 
can citizens already were allowed to 
come in.) Next preference is for brothers 
and sisters of American citizens. There is 
no preference for grandparents. The rela- 
tive who is a U.S. citizen or who lives 
inthe U.S. must file a petition with.the 
Attorney General asking that the foreign 
tative be allowed to come. 


What is the rule for people with spe- 
tial skills? 

This is a rather complicated procedure 
gving high priority to persons whose 
services are urgently needed here be- 
cause of education, technical training, 
special experience or exceptional ability. 

people might be _ technicians, 
killed workers, doctors, scientists, teach- 
es, Or have many other qualifications. 
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Up to 50 per cent of a country’s immi- 
gration quota can be reserved for this 
priority group. 


Who decides whether these people 
are needed? 

That’s decided by the office of the At- 
torney General. The petition for their 
entry must carry a statement from the 
U.S. Employment Service saying there 
are not enough qualified persons avail- 
able in the U.S. to do the work or per- 
form the services that would be done by 
these persons. Lack of such a USES 
statement would block this priority. 


Must these immigrants have jobs in 
advance? 

Yes. Their entrance into the U.S. must 
be sponsored by an individual, institu- 
tion, firm, organization or government 
agency that will employ them. Petitions 
seeking visas must be filed with the Im- 
migration and Naturalization Service by 
the sponsor. The law does not say how 
long an immigrant must work for his 
sponsor before he can quit. 


Will anyone without priority or rela- 
tives in the U.S. be able to get in? 
Some will, but not as many as could 
under the old immigration law. Most of 
the quotas are expected to be used up 
by visas for skilled persons and relatives. 
What is left over for a country can go to 
other immigrants from the same country. 
(Western Hemisphere countries are not 
restricted by immigration quotas.) 


Are other immigration rules tightened 
up? 
Yes. Aliens are barred by a number of con- 
ditions, some of which were in the old 
law. The feeble-minded and insane are 
barred, drug addicts, drug peddlers, alco- 
holics, persons having certain contagious 
diseases; also paupers, illiterates and per- 
sons who have committed various crimes. 


Are all Communists excluded? 

The law excludes persons who are or 
have been Communists, and members or 
affiliates of certain other subversive 
groups. A former Communist might be 
admitted if he has actively opposed such 


an organization for five years after termi- 
nating his membership. Some ex-Com- 
munists also can be admitted if their 
membership or affiliation was involuntary 
or if they were members when under the 
age of 16 or joined to obtain food and 
other essentials. 


Under the rules, some Nazis and Fascists 
may be able to get visas. But others may 
be rejected because there is “reason to 
believe” that they would engage in ac- 
tivities that would be “prejudicial to the 
public interest, or endanger the welfare, 
safety or security of the United States.” 


Are deportation rules tightened, too? 
Yes. The classes of aliens that can be de- 
ported are revised, and machinery for 
deportation is tightened. Aliens can be 
deported for crimes and certain other 
acts committed in the past or in the 
future or for affiliation with subversive 
organizations. Also, many persons who 
previously were subject to deportation, 
but could not be sent away for one reason 
or another, now can be deported. 


Are foreign seamen affected? 

Crews of foreign ships are now being 
given a close screening to see if their 
going ashore would violate any immigra- 
tion laws. Those cleared by the immigra- 
tion inspector can be given shore leave 
for up to 29 days. Those not cleared, be- 
cause of Communist connections or other 
reasons, must stay aboard ship. 


Is there to be a tighter check on 
aliens in this country? 

The new law keeps in effect the require- 
ment that aliens coming into this country 
be registered and fingerprinted, except 
for a few groups such as officials of 
foreign governments and representatives 
of international organizations. All aliens 
now in the U. S. must report their ad- 
dresses to the Commissioner of Immigra- 
tion and Naturalization sometime during 
January or, if temporarily out of the 
country, within 10 days of their return. 
They also must report changes of address. 
Temporary visitors must give notice of 
their addresses every three months. Fail- 
ure to do so can mean deportation. 
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What you as a businessman &% CAN and Ed CANNOT do 
as a result of federal court and administrative decisions: 





YOU CAN, as operator of a small 
business, perhaps get more favor- 
able treatment in bidding for certain 
Government defense contracts. The De- 
partment of Defense and the Small De- 
fense Plants Administration jointly take 
steps to provide greater opportunities 
for small business concerns. Some invi- 
tations to bid and negotiations for pur- 
chase of some items will be restricted to 
firms with fewer than 500 employes. 


* * * 


YOU CAN apply for higher price 

ceilings for your restaurant to off- 
set increases in costs of foods and labor 
since last February. This opportunity 
is offered by the Office of Price Stabiliza- 
tion to operators of restaurants and other 
sellers of food to make up for higher 
operating costs. 


* * * 


YOU CAN, as an employer, refuse to 

bargain with a union if one of its 
officials is convicted of filing a false 
non-Communist ‘affidavit with the Na- 
tional Labor Relations Board. The Board 
holds that its certifications of a local 
union as collective-bargaining agent loses 
its effectiveness when one of its officers 
is convicted of such a charge. 


* * * 


YOU CAN discharge an employe 

under provisions of a “union shop” 
contract for failure to pay his union dues 
even though the union’s request for the 
firing mentions other complaints against 
the worker. NLRB finds that failure to 
pay dues in an authorized “union shop” 
is sufficient reason for discharge under 
the Taft-Hartley Act, and the fact that 
this worker was accused of trying to set 
up another union in the plant had no 
bearing on the case. 


* * * 


YOU CAN get information from the 

Department of Commerce about 
technical advances in the fuel and lu- 
bricant-producing industries. A review 
of Government research reports dealing 
with these advances is published by 
the Department’s Office of Technical 


Services in its November Bibliography 
of Technical Reports. Copies of th 
bibliography can be bought for 50 cenyi 
each from OTS, Department of Con 

merce, Washington 25, D. C. 


* * * 


YOU CANNOT expect the tax col 

lector to consider your income ta 
return as a joint return with your wi 
unless she is listed on it. A circuit cout 
of appeals rules that a return on whid 
a taxpayer listed only his name was a 
individual rather than a joint return even 
though his wife’s income was included, 


x * * 


YOU CANNOT, as an executive en 

ploye of a firm, treat as capital goin 
the amount paid to you from a pensin 
trust in the year you are supposed to re 
tire, if you continue to draw a salary. 
The U.S. Tax Court makes this ruling 


* * * 


YOU CANNOT, beginning Januay 

19, fail to get a Treasury license i 
you are a gold processor who handle 
more than 250 fine troy ounces of th 
metal in any calendar month. Its gold 
regulation is tightened by the Treasury. 


* * * 


YOU CANNOT expect to get an it 

crease in your price ceilings merely 
because your manufacturing costs have 
risen after your source of supply of m- 
terials was dislocated. OPS announces 
that a producer, operating under one 
the two basic manufacturing orders, is 
not entitled to a price adjustment be 
cause Government allocations force him 
to buy from more distant sources. Al 
exception is made in the case of certait 
steel products. 












* * * 


YOU CANNOT look for an imme 
diate end of the Government's pric 
controls over cosmetics, perfumes SE 
toilet articles. The Office of Price St 
bilization rejects the plea of spokesmet 
for a trade association in this field for 


outright decontrol, or at least suspe-yi © 


sion of price ceilings, on these items. 





Conclusions expressed in these paragraphs are based upon decisions and rulings 0m 


courts and Government bureaus. In 


ing their 
many facts which, for reasons of space, cannot be al pat in detail. U.S. News & Wort! 
Report, on written request, will refer interested re 


ecisions, courts and bureaus conside 
ers to sources of this basic materidli™ 
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Business Around the World 
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>> Economic front in the “cold war" is to get much more attention in 1953. 

Guns_and butter will be the aim in the free world. Broad-scale strengthen- 
ing of economic sinews is sought. More interchange of goods, fewer trade curbs. 
A better use of industrial capacity and skills. A freer flow of funds in trade 
and investment channels. Faster development of raw-material resources. 

Major economic conference of free countries (probably next summer) will try 
to decide what can be done along these lines and when. What's decided there 
will be an integral part of a new policy you'll be hearing about. 

New strategy, now jelling, is to confront the Kremlin with overwhelming 
economic strength--by 1956, say. Forced-draft rearmament is out. ; 

Arming is to continue, but will be stretched out. That will allow more 
trade goods to be made, more trade to be built up among free countries. 

Through expanded trade, the sterling area and Western Europe hope to be 
able to earn their own way again. "Trade, not aid" is the watchword. 

Assumption is that the Communists won't start all-out war in the meanwhile. 

But, all-out war or not, you can expect a lot of pressure on Washington in 
1953 for a grand alliance on the economic front. 









































>> Western European industrial production needs jacking up. Stalin won't be 
much awed by the 1952 level, barely above 1951. 1953? Moderate gains likely. 

Basic industries, especially steel and electric power, will continue doing 
pretty well--partly due to armament stimulation. Consumer-goods lines almost 
everywhere had a poor year -in 1952, will do better in 1953. 

Inflation, now quiescent in Western Europe, won't be a serious problem, 
provided ds.ense financing doesn't put government budgets deep in the red. 

Stubborn bottlenecks hold European business back. Productivity still is 
low by U.S. standards. Capital continues short. Some industries, such as tex- 
tiles, are overdeveloped. Labor is immobile, mainly because of housing short- 
ages. Heavy social-security. charges burden government and business. Taxes are 
heavy on low income groups. . Monopolistic practices are rife. 

The Schuman Plan, becoming effective in February, should introduce more mo- 
bility and competition into the European business structure. And should also 
lure capital from across the Atlantic. The Plan will eventually tear down 
tariff walls and protective devices for coal, steel and related raw materials. 

Dollar gap will narrow further for Western Europe. Need for dollar coal, 
wheat, sugar is lessening. U.S. economic aid will drop off. But U.S. “offshore 
procurement" of munitions will increase considerably in 1953 and 1954. 

U.S. help is still needed by the Europeans. They want the U.S. to buy more 
of their goods and services, to invest more abroad, to lower tariffs and tc pre- 


















































(over) 


Sie of January 2, 1953, Volume XXXIV, No. 1 





BUSINESS AROUND THE WORLD-~(Continued) 





vent depressions. Then Europeans say they can get off the U.S. dole, 

Western Europe's trade problem is producing more exportable goods at rea- 
sonable prices. Export goods, arms and domestic goods vie for available plant 
capacity, materials and skilled labor. No wonder rearming must be stretched out. 








>> What's ahead for the more important countries in Western Europe? 

Britain will push exports of machinery, automobiles, electrical goods and 
chemicals much harder in 1953. Textile, whisky and coal shipments also will be 
up. British people will have fewer Government controls to contend with. Steel, 
raw materials are more plentiful. So is food. More houses will be built. 

Taxes will stay high. General- feeling in Britain is that crisis is past. 

France needs a strong hand at the helm. Otherwise, France can easily slip 
back into another slough of inflation. Another series of weak governments will 
undermine French and foreign confidence in the franc. France will continue to 
need U.S. aid. Exports remain too high-priced. Food situation is good. 

Western Germany won't have as good a year as in 1952 when consumer goods 
Sparked the boom. Exports are likely to run into trouble. Competition for mar- 
kets will be greater. Wage and material costs are up. Mniin problem is to get 
investment capital, especially for heavy industries. Foreign-debt settlement 
and the Schuman Plan may attract foreign capital. Other continuing difficulties 
are the housing shortage and the influx of refugees needing work or aid. 

Italy needs U.S. aid to maintain stability. So do Greece, Austria. 

Belgium, heavily dependent on foreign trade, must get costs down. 

Sweden has licked inflation, will keep controls. Export outlook is better. 
























































Latin-American fortunes are closely tied to commodity-price prospects. 
Price shakeout is pretty well over. Stability is likely, barring war. 
Mexico, producing many minerals as well as agricultural items, should do 
well. Mexico's industrial base will continue to expand, too. 
Cuba will have to readjust to a smaller sugar crop. 
Brazil will have to take it easy on imports, work down her debts. Coffee 
prospects are good. Cocoa, less so. Her cotton should be in better demand. 
Argentina will do much better than in 1952. Exports will expand greatly. 
Bolivia won't sell much tin until expropriated companies are compensated. 
Chile may have to face lower copper prices before the year is out. 
Venezuela will have strong underpinning from oil and iron-ore shipments. 
Competition for the Latin-American market is to increase in intensity. U.S., 
Britain, Germany are main contenders. Japan will be in there strongly, too. 








>> Other important areas around the world face potential economic problems: 

Australia will do well if U.S. import duty on wool isn't raised. Wheat 
crop is good. Badly balanced industrial expansion has to be watched. 

Japan gets big dollar benefits from the Korean war, masking basic troubles. 
Export picture isn't too bright. Japan will try to get more raw materials from 
Southern Asia and sell more there. Foreign capital is Japan's crying need. 

Middle East will have even greater oil revenues. Iran remains a question 
mark. Egypt will be in a bad way if a lot more cotton can't be sold abroad. 

















>> Over all, world trade can be expected to show a gain in 1953, but nothing 
Spectacular. Economic aims of the free world will be knit closer together. 
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(Following is full text of the summary of the latest plan 
on antitrust laws, which will go to the new Congress. It is by 
the Business Advisory Council of the Commerce Department.) 

The Business Advisory Council—at the request of the 
Secretary of Commerce—has made a study of the antitrust laws 
jn order to determine whether the existing pattern of statutes 
and administrative procedures serves the public interest to the 
fullest extent. Here are the key points in the report prepared 
by the Council: 

‘(1) The maintenance of competition should be the primary 
concern of antitrust policy. The Council agrees with the 
fundamental principle of economic freedom stated in the 
Sherman Act, but it feels there is considerable need for im- 
provement in the field of antitrust policy, interpretation and 
administration. 

(2) The basic problem is that inconsistencies between the 
various antitrust statutes, as interpreted, hinder implementa- 
tion of policy. Moreover, the judicial opinions which might 
normally be expected to clarify the situation have indicated a 



















7§ wide divergence of views among leading jurists. 

Ae (3) Since antitrust regulations govern the entire business 
©® scene, the inconsistencies in the statutes, as interpreted, pose 
TB a vexing problem for businessmen. So confused is the picture 
©@ that it is often impossible for a businessman or his lawyer to 
7 know whether he is conforming with or violating the antitrust 
1@ laws. Any businessman can at any time be prosecuted under 





one or another antitrust statute, should an enforcement agency 
so elect. ; 

(4) Some antitrust laws require “hard competition.” Thus, 
the Sherman Act, as interpreted, forbids any easing or lessen- 
ing of price competition, regardless of the reason or justifi- 
cation. 

(5) Other statutes—the Robinson-Patman Act, for example 
-require “soft competition.” Thus price reductions are ruled 
illegal if they may possibly injure competitors of the seller or 
buyer. 

(6) Thus the laws, and the policies which they reflect, are 
clearly inconsistent. A potential unifying factor is the Rule of 
Reason, under which antitrust provisions become operative 
only where the questioned practices are likely substantially 
to lessen competition. 

(7) The Courts in early cases consistently interpreted the 
statutes as including the Rule of Reason. However, in recent 
years the tendency has been to rely less and less on the Rule 
of Reason. Antitrust cases are frequently decided without re- 
gard for the reasonableness of the practice in dispute. Even 
when courts did rule on the basis of reasonableness they are 
handicapped by the fact that there never existed any clearly 
defined standards of reasonableness. 

(8) Some antitrust rules now specifically exclude the concept 
of reasonableness. ‘nese vuies torbid certain acts absoluiety, 
thus seeking to define some illegal practices precisely. But no 
specific rules can fit all varying economic situations. Therefore 
businessmen prefer the Rule of Reason because of its greater 
flexibility—although it is less definite than absolute rules. 

(9) Policy choices must be made between “hard” and 
“soft” competition and between specific absolute rules as 
against a flexible Rule of Reason. The NEED for a positive 
and constructive program is urgent. 

(10) The solution recommended by the Business Advisory 
Council is to revitalize the Rule of Reason applied under an 
acceptable standard of reasonableness that can serve as the 

is for a consistent interpretation and administration of the 
antitrust laws. 

(11) The word COMPETITION, by itself, is inadequate 
a a standard for interpretation and administration of the anti- 
ttust laws. There are many kinds of competition. The “perfect 
competition” of academic economics is too abstract to be of 
value. 

(12) The term EFFECTIVE COMPETITION, however, 
































ANTITRUST LAWS: 


WHAT’S WRONG 


provides the basis for a satisfactory standard. This concept 
describes a business community which is characterized by 
ceaseless striving among competitors, all endeavoring to ex- 
pand their share of the market—and the total size of the 
market, as well—by producing relatively more and better 
goods and services at relatively lower prices; provided that 
there must, of course, continue to be safeguards against un- 
fair or predatory competition. 4 

(13) EFFECTIVE COMPETITION achieves these social- 
ly desirable aims by providing alternatives—aetual or potential 
—in the market. So long as buyers and sellers have freedom to 
choose and to change, the stagnation that comes with collu- 
sion can never take hold. _ 

(14) EFFECTIVE COMPETITION also provides the best 
solution to the problems of Monopoly and Bigness. 

(15) MONOPOLY and BIGNESS are terms used by 
some to denote evils that the antitrust laws seek to correét. 
Both these terms, however, have been used so imprecisely 
that they have lost virtually all clarity of meaning. 

(16) Monopoly means a single seller who controls the 
price and may or may not permit competition. The tendency 
in recent years has been to concentrate on the single-seller 
aspect of a monopolist in ever narrower areas. A narrow 
market area is, figuratively speaking, roped off and the search 
for the single-seller monopolist commences. 

(17) Bigness is a relative concept. A big economy requires 
big industry. Without big enterprises, many constantly im- 
proved products cannot be turned out in the great quantities 
at the low prices that we Americans have come to expect—and 
demand. Statistics show that jarge corporations control but a 
relatively small portion of total wealth. And their share is not 
increasing. 

(18) Effective competition can be relied on to give our 
economy proper balance as between large and small concerns. 
Only a firm endowed with substantial resources can prod an- 
other large firm into the type of ceaseless striving that results 
in maximizing the public welfare. Effective competition also 
offers a healthy environment where small business can flourish 
and grow larger. 

(19) Procedural techniques employed in the antitrust field 
have been altogether unsatisfactory. Implementing the Rule of 
Reason requires proper procedural changes to make sure that 
personnel involved in antitrust proceedings—Government of- 
ficials, businessmen, economists and lawyers—consider all the 
circumstances surrounding the practice in question. Every 
effort should be made to determine the effect of the particular 
practice on public welfare—especially in terms of the alterna- 
tives available for consumers. To these ends these suggestions 
are offered for study and consideration: 

(a) A conference section in the Department of Justice 
could help to avoid costly, drawn out litigation. Business 
policy favors compliance with the antitrust laws. There is 
reason to believe that fully 90 per cent of the cases arising in 
the antitrust field can be solved by preliminary conference. 
This could—by avoiding court disputes—permit businessmen to 
concentrate on production matters. This could be especially 
valuable during periods of mobilization for defense. 

(b) Business should be able to get authoritative rulings on 
a particular practice. Prior determinatién could prevent manv 
disputes. Provision for authoritative rulings might be oper- 
atea as an adjunct to the conference seci.oii. 

(c) The Council believes that careful consideration and 
study should be given to the establishment of one or more 
objective review boards, consisting of competent businessmen, 
engineers, economists and nonprosecuting lawyers. Such a 
board, after discussing the problems in the particular case 
with all participants, should try to insure that Government 
commencement of antitrust cases conforms to national policy. 
No inajor investigation or proceeding would commence until 
after such a review board had made its recommendation. 











BUSINESS LOOKS AHEAD 


In Full Text— 


In ‘53, Good Times Are Foreseen; 


The No. 1 question on the minds of Ameri- 
can businessmen is what happens to business 
after defense spending starts to slow down. 

Since last summer, that question has been 
under study by a committee of leading private 
and Government economists, working under 
the direction of the Commerce Department. 

The findings, presented now in a report en- 
titled ‘‘Markets After the Defense Expansion,” 
are generally optimistic. 


Six years of high output, sales and employment have now 
elapsed since the demobilization and reconversion period of 
1945-46. It has been a period of outstanding progress in rais- 
ing production and living standards; in technological innova- 
tion; in building up our varied industries and sources of raw 
materials; and in bettering the education and skills of our 
population. 

Particularly striking has been the expansion of our stock of 
capital. Gross fixed assets of business firms have grown by 
35 to 40 per cent since the end of the war, after removing the 
effect of price-level changes. A net addition to our national 
capital of 9 million houses and 20 million passenger cars has 
been achieved. Consumers have greatly expanded their hold- 
ings of household equipment. 

Meanwhile, our national income and _ total production, 
measured in real terms, have risen above the peaks achieved 
under wartime pressure in 1944. 

Prosperity in this postwar era has been broadly based upon 
high and balanced production, employment and income, and 
a generally strong demand pattern in each major segment of 
the economy—despite intermittent fluctuations and interrup- 
tions. It has been accompanied by a substantial rise in the 
price level which resulted in losses i» real purchasing power 
for some, but gains in both money income and _ purchasing 
power have -been the rule. 

Transient factors aiso had a major role in market de- 
velopments. The deferred 1equirements of business and 
consumers at the end of the war, backed by large holdings 
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in ‘54, 
Government to Buy Still More, Factory 
Growth to Be Nearly as Big 


The committee sees the possibility of a pain- 
ful downturn in 1954 or 1955. It holds, how- 
ever, that with only a normal growth in civil- 
ian demand, business should weather the 
period ahead without too much trouble. 

The major test is expected by the committee 
in 1955. It looks for prosperity in 1953, last- 
ing probably through 1954. 

The full text of the summary of the commit- 
tee report follows. 


of newly acquired liquid assets, and demands arising from 
rehabilitation of foreign countries were of particular im- 
portance. 

In 1950, the requirements of the defense program added 
a great new stimulus to demand. Defense buying was not 
entirely an addition to the national market since civilian de- 
mand and production were lowered somewhat to free re- 
sources for the program. In this process some demand has 
again been deferred by limitations on production, but the 
amount does not appear large. 

Now businessmen throughout the country are posing the 
questions: When will defense expenditures level off or de- 
cline? How will prospective changes in defense expenditures 
affect private demand and the market as a whole? Have we 
expanded industrial capacity beyond our needs? To what 
extent have high postwar markets been dependent upon de- 
ferred demands built up during the war and abnormal condi- 
tions abroad? Are these special factors still supporting sales? 
Has the asset position of business and individuals been im- 
paired by the inflation of costs and prices, and high expendi- 
tures, to the point of trouble? 

While recognizing that assured or simple answers to these 
questions are unattainable, in this bulletin we shall bring 
together the available factg gnd give our appraisal of the 
present position and the business prospect. It is hoped that 
they will aid the businessman to reach his decisions and con- 
duct his operations in the light of such general economic 
facts as can be known. 
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SUMMARY OF DEMAND PROSPECTS 


The major conclusions are summarized here from the stand- 
point of their bearing upon the outlook for markets as a 
whole. 


Government purchases 


Federal purchases of goods and services, according to a 
pattern for national-security expenditures, described later, 
which is based on present goals for the defense establishment, 
will be rising through most of 1953, stable in 1954, and fall- 
ing in 1955. State and local government purchases are ex- 
pected to continue their rise during the next few years. 


The investment market 


A special survey conducted for this study revealed that 
business anticipates that its expenditures for plant and equip- 
ment in 1953 will approximately match the record 1952 total. 
Beyond 1953, investment estimates are less firm, with plans 
more subject to filling out and to change. However, large 
corporations, in a second survey designed to secure facts for 
“Markets After the Defense Expansion,” report a relatively 
favorable prospect for replacement and modernization in 
order to reauce costs and, in many fields, for capacity expan- 
sion and for production of new products as well. Hence, the 
lowering of investment in plant and equipment as the Govern- 
ment program to expand the mobilization base contracts may 
be gradual and moderate if sales prospects are reasonably 
favorable. This reduction could well be under way by 1954, 
but the business returns did not reveal the prospect of a very 
sharp change in that year. 

Residential-construction activity is expected to continue 
high for anotner year or two and then to drop to a somewhat 
lower level, unsess an unprecedentedly large replacement de- 
mand can be created. 

The present prospect for total private investment in new 
construction and producers’ durable goods, typically an area 
of high variability, may be characterized as strong by ordinary 
standards—a fact of great significance. Nevertheless, within 
the next few years such investment is expected to drop some- 
what below its present high rate, both in absolute terms and as 
apercentage of a potentially growing national product. Any 
sharp reduction in general business would lead to a sub- 
stantial contraction of such investment. : 

Most businessmen see their current inventories of civilian 
goods as of about the right size and fairly weil balanced. 
Such pressure towards change as now exists is towards adding 
to stocks. In the course of the next few years, however, the 
movement of civilian inventories may, and probably will, 
reverse direction more than once. 

The rate of increase in inventories required by business to 
support defense production and expansion of the mobilization 
base has already declined and net accumulation may be about 
over. Liquidation of this class of inventories will presumably 
begin well before defense buying «starts down—in 1954 or 
possibly earlier. 


The consumer market 


The broad conclusion is reached that sales of goods and 
services to consumers in 1952 were about in line with, or a 
little low in relation to, disposable personal income. A small 
increase in consumer expenditures may, therefore, occur inde- 
pendently of an advance in income, but in general the future 
course of such spending will depend upon the movement of 
disposable personal income. This income will be governed 
thiefly by the level of business activity and tax rates. 
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Foreign trade 


Foreign markets for United States goods in the postwar 
years have been stimulated by abnormal requirements abroad 
for relief and rehabilitation, with exports facilitated by large 
Government grants. Future trade will depend to a greater 
extent upon the development of a balanced interchange of 
goods and services and will be importantly influenced by the 
course of business here at home. Changes in commercial ex- 
ports are not expected to exercise an important independent 
influence upon the size of domestic production. 


The outlook for markets as a whole 


This brings us to the central question: Do the independent 
aspects of the various sectors of demand add up to a likelihood 
of a large and growing national income in the next few years? 
Do they suggest further inflationary pressures? Or do they 
indicate a lowering of aggregate demand and hence of total 
production sufficient to contract consumer incomes, cause a 
secondary reduction in consumer spending, dim the prospect 
for business profits, lead to a contraction of business invest- 
ment programs, and set off a cumulative downward spiral in 
activity? Should this occur, the independent facets of strength 
or weakness in almost all private markets would be overborne 
in the general deterioration. 

No categorical answer to these questions can be provided. 
It is impossible to foresee whether the various downward ad- 
justments indicated will coincide in time, whether the upward 
adjustments will coincide, or whether fortunate spacing of up- 
ward and downward adjustments, such as has characterized 
the postwar period to date, will help to stabilize activity. 
In addition, there are certain to be developments during the 
next few years which cannot now be foreseen, and whici will 
amend any prediction which might now be made. 

The military program will be under review by Congress 
shortly in connection with the fiscal-1954 budget. Any major 
change of the program outlined in this bulletin can obviously 
make a difference in future business trends, even though 
changes in new appropriations and actual spending will not 
necessarily be parallel in view of the fact that the carryover of 
funds at the end of the current fiscal year will be very large. 
Future alterations in the defense program and taxation are 
major factors that could not be anticipated in formulating this 
report. Any such changes will have to be taken into account 
by business as they assume definite form. 

Abstracting from such imponderables, we reach the follow- 
ing conciusions on the basis of the information presently 
available. 

The prospective rise in defense expenditures, the continued 
strength of fixed investment demand, and the current satis- 
factory inventory position of business point toward the strong 
probability, though of course no certainty, of another year 
of good business in 1953. 

Productive resources appear adequate to forestall sizable 
general price rises unless an inventory boom should develop 
or international relations seriously deteriorate. However, 
moderate price advances in areas which have previously 
lagged, such as rents, are to be expected. 

The prospect for 1954 is more uncertain. In part, this is 
simply because the period is more remote and the basic as- 
sumptions still less firmly founded. 

Purchases by federal, State, and local governments in 1954 
are expected to be above 1953. Large corporations now indi- 
cate for 1954 plant and equipment expenditures equal to 
about 90 per cent of the high programmed figure for the 
preceding year. 
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The sum of Government purchases and of investment in 
nonfarm plant and equipment, which amounts to more than 
100 billion dollars, on the basis of present programs, will be 
at least as high as in 1953. This large and dynamic portion 
of the market thus provides an important element of strength 
in the outlook for 1954. 

The consideration that business aggressiveness may be 
tempered by a falling off in the placement of new defense 
orders and by fears of future trouble when actual spending 
slackens, the likelihood of a reduction in defense-supporting 
inventories, and the prospect that there may be some weaken- 
ing in residential construction and possibly in some of the 
consumers’ durables furnish present grounds for doubt about 
this period. These would be much reinforced if 1954 should 
happen to be on the downward phase of the civilian-inventory 
cvcle. 

A downturn in 1954 is a real possibility, but the case for 
it seems not greatly stronger than that which can usually be 
made this far in advance of any date. 

The projected decline in defense spending in 1955 would 
provide a serious test of the strength of the economy. Particu- 
larly is this so since the reduction would be almost entirely in 
Government purchases from the durable-goods and construc- 
tion industries, which may also be experiencing slackening 
demand in the private investment field unless that adjust- 
ment is completed earlier. Thus, 1955 appears to be a year in 
which it will be of major importance sizably to expand private 
markets to maintain a high level of business activity. 

The principal offsetting forces to falling security expendi- 
tures that can now be foreseen are the stimulus to private 
spending provided by a lowering of federal tax rates con- 
currently with the drop in defense outlays, and a rise in 
civilian government purchases, chiefly by State and local 
governments. These are aside from steps which may be taken 
expressly for the purpose of preventing business recession. 

The amount of federal tax reduction at that time which 
would be consistent with a balance between federal receipts 
and expenditures will depend both upon the size of the reduc- 
tion in federal spending and the status of the surplus-or- 
deficit position prior to this reduction. The possibilities with 
regard to tax adjustment will obviously be conditioned by any 
actions that may have been taken in the meantime. 

The role of civilian-business inventories in this period of 
adjustment cannot now be foreseen, but business inventory 
policy will be important. The general economic position will 
be far stronger if the reduction in defense spending follows a 
period of careful inventory control than if it should succeed a 
period of speculative inventory accumulation. 

We cannot conclude that business recession will or will 
not occur sometime, or at any particular time, during the next 
few years. That forces exist which could create a downturn 
is apparent. It is the design of both Government and business 
to prevent such a development, or to ameliorate it and limit 
its extension should it come. This analytical report has been 





developed as an aid in furthering that objective. Formulation 
of policy in this field is made the more difficult by the desira. 
bility of not impeding necessary internal adjustments withip 
the economy, including the reshaping of the price structure 
to accommodate changing demand and cost situations. 

We consider some of the changes in the economy which 
might differentiate a future recession, if it develops, from 
those of the past. Consideration is given to the bulwarks 
which in the past two decades have been erected against a 
breakdown of the financial and institutional structure of the 
economy, as well as to stabilizing features that may slow or 
restrict the downward spiral of production and income which 
characterizes a recession period. 

A picture is drawn of the way the total market might look 
three years hence, in terms of specific products and buying 
groups, if 1955 should prove to be a year of high-level produc. 
tion. We regard the pattern there developed as reasonable, 
granting the realization of high demand and output and the 
defense program predicated. But other patterns could be 
drawn which would mirror the comparative success of busi- 
ness in the activation and expansion of existing or new markets, 

An analysis of growing industries develops the dynamics 
of the free-market economy. It shows the difficulty of specific 
prediction, as well as the certainty that markets of the future 
will be changing ones, 


Capacity, asset positions, and deferred demands 


Other questions are considered at some length. On the 
overcapacity question, the strongest evidence is to be found 
in the investment plans of business itself. 

These indicate that American business firms, each with its 
detailed knowledge of its own markets, do not consider their 
capital plant to be overbuilt in terms of the demand which will 
exist if we avoid serious cyclical difficulties. Instead, they are 
going ahead with sizable programs for further expansion, as 
well as for modernization and replacement of outmoded fa- 
cilities. This does not, of course, mean that particular in- 
dustries may not face problems of overcapacity, but it does 
indicate that such industries do not dominate the national 
scene. The stock of capital is also discussed from the stand- 
point of historical trends in investment. 

The asset and debt position of business and its customer, 
because of its pervasive influence, is discussed in connection 
with nearly every phase of this study. Except for the Federal 
Government and foreign buyers, it appears that in nearly all 
major parts of the economy this position remains favorable 
relative to prewar periods of high business activity. However, 
the exceptionally high degree of liquidity which was an im- 
mediate legacy of the war no longer characterizes the position 
of business and consumers. 

The important part which deferred demands and unusual 
foreign requirements have played in postwar prosperity is 


described. 


STRONG GROWTH TREND IN AMERICAN ECONOMY 


Attention to short-term and transient market influences 
should not obscure the strong underlying growth trend in the 
American economy. The past half-century has seen the market 
growing at an average rate of almost 3 per cent a year—equiva- 
lent to a doubling of production every 23 years. 

Most of this expansion can be traced to increased productiv- 
ity, arising primarily from technological and managerial prog- 
ress, a high rate of capital formation, and constant advances 
in the education and skills ot the working population. Shifting 
of the working force into activities in which productivity is 
greater has also contributed. So have the economies of large- 
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scale production and increased division of labor associated 
with the growth of population and the market economy. 

Operating in a favorable natural and institutional environ- 
ment, these forces have brought an average annual advance 
of more than 2 per cent in output per man-hour in the eco 
nomic system as a whole. Progress has been marked not only 
in manufacturing, mining and agriculture, but also in trans- 
portation, distribution and the manifold industries providing 
services to consumers and to other business enterprises. 

The remainder—less than 1 per cent—has been the result of 
an increasing number of man-hours worked. Both population 
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growth and the movement of women from housework to pro- 
duction for the market have contributed to this expansion. 
These influences on aggregate man-hours have in the past 
been partially offset by the decision of Americans to take part 
of the gains of higher productivitiy in the form of shorter 
working hours rather than more goods and services. 

Economic progress has not, to be sure, been steady or un- 
interrupted. Long-term forces have often, over shorter periods, 
been obscured or overridden by cyclical developments or 
wars. 

An important recent development has been the resumption 
since World War II of rapid population growth in the United 
States. Population currently is increasing 1.8 per cent a year; 
in actual numbers the current increases have never been ex- 
ceeded in our past history. The Bureau of the Census esti- 
mates, in its “medium” projection series, that in 1955 popula- 
tion will be up to 163 million, 4 per cent above 1952. 

Productivity and population growth as market factors are 
considered in some detail. 


Importance of expansion to individual firms 


The background of an expanding national market, gener- 
ated by the American business system as a whole, is important 
to the individual businessman. It greatly facilitates the growth 
of established enterprises and their entry into new fields as 
well as the establishment of new firms to market old or new 
products. 

While, in an economy of freely shifting demand and re- 
sources, there will always be some firms which are rising 
and some which are falling, the basic over-all growth trend 
ensures that the growing firms outweigh those which are 
contracting, and that new firms outnumber those which are 
fading from existence. 

Since 1929 this growth has meant that the number of 
operating nonfarm businesses has increased by almost 1 
million. 

The general growth of the market also provides a strong 
optimistic element in the calculations each firm must under- 
take in planning plant expansion to supply its own future 
markets. It thus stimulates the capital investment which is so 
important in activating for all business the sales potential 
which population growth and productivity gains make 
possible. 


Growth factors a continuing force 


In years to come the same forces will continue to operate, 
although perhaps with somewhat different emphasis. In a 
later chapter where the market is reviewed it is suggested that 
by 1955, if the percentage of the labor force employed were at 
the average percentage of the 1946-50 period, total output 
might be 8 or 9 per cent above the actual figures for 1952. 

The potential growth in the total market (i:e., gross national 
product) from 329 billion dollars in 1951 to 365 billion in 
1955 (in dollars of 1951 purchasing power) thus calculated, 
together with the national-security expenditure pattern de- 
lineated, give dimensions to the economic situation in the 
period ahead. The 1952 figure in terms of these same prices 
isabout 337 billion dollars, about 2 per cent below the actual 
current-dollar total. 


Demand implied by continued expansion 


From these considerations and some reasonable assumptions 
about nondefense spending by federal, State and local gov- 
emments, and about foreign trade, it is possible to indicate 
the sort of increase in domestic private buying that, with high 
business activity, would be consistent with a lowering of na- 
tional security expenditures in 1955. Over a three-year period 


JANUARY 2, 1953 





this increase would amount to about 8 per cent in the aggre- 
gate, or 3 to 4 per cent per capita. 

A considerable expansion of the domestic market for busi- 
ness is thus implicit in the continued high functioning of the 
economy. It involves in three years an increase of some 25 
billion dollars in the total of business sales to consumers and 
of durable capital goods to business. If realized, it would mean 
larger markets for most business products. 

Expansion of this size in business sales, independent of 
price changes, would represent an achievement most business- 
men would consider highly satisfactory. It does not, however, 
represent an absolute limit on the potential market. 

At the rate of expansion indicated, few individual firms 
would find: their ability to produce and sell determined by 
physical limits on the labor or materials they could obtain, 
or upon their ability to expand capacity. 

Should demand be sufficiently intense, the extra production 
required to support additional sales could be obtained through 
continuation of longer hours and higher employment than iy 
generally associated with peacetime prosperity, and through 
accelerated introduction of cost-reducing machinery. 


Business fluctuations and shifts in demand 


The actual realization of the total market potential for 
American business is, of course, by no means assured. We 
have already noted that there are powerful influences, in- 
cluding not only the projected future decline in defense 
spending but also possible developments in the fields of invest- 
ment and durable goods, which may bring strong pressure 
toward a business downturn. The appraisal of these forces, 
as well as of supporting and expansionary influences in the 
economy, constitutes a major portion of this study. 

Even should cyclical forces not intervene to impose their 
own changes, important alterations in demand patterns dur- 
ing the next few years appear probable. Reproportioning of 
output to meet such market variations will require and reflect 
altered merchandising. Federal controls to guide production 
have gradually been lessened as the need for them diminished. 
This policy will continue in the absence of an expansion in the 
size of the military program. 

Under conditions of high general demand, ability to re- 
shape production rapidly to accommodate both the myriad 
of detailed changes in product demand exacted by American 
consumers and larger changes in the importance of the Gov- 
ernment as a customer is an often-demonstrated characteristic 
of the American free-enterprise system. 

Some suggestions are provided as to the way individual 
business firms may utilize the material presented in this re- 
port or similar analyses prepared by their own economists 
or others. These suggestions are advanced both with the 
fullest appreciation that only the individual businessman 
can properly assemble and equate the facts required to reach 
decisions concerning his own operations, and with the con- 
viction that utilization of the best factual information avail- 
able concerning broad developments affecting the economy 
as a whole will assist him in taking actions in the best in- 
terest of both his own firm and the community. 

Once the draft levied upon our resources by defense re- 
quirements ceases to increase, continued expansion of the 
economy must be based upon the activation of civilian de- 
mand to match the expanded capacity of industry—a capacity 
which can grow further to lift the living standards of the 
people. The problem of attaining a steady annual growth in 
production with relatively stable prices is ahead. 

All of us can effectively use more goods and more services. 
In this direction lies the growth of the market—in the expan- 
sion of purchasing power, in new products and new uses for 
old products, in merchandising more goods so that they are 
brought within the means of the average budget. 
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LET’S STOP PLAYING STALIN’S GAME 


BY DAVID LAWRENCE 


VERY NOW AND THEN Soviet Russia, by a clever 

propaganda device, creates the impression that 

America is cravenly begging Moscow for terms of 
peace. 

The day after Moscow’s government-controlled radio 
featured Premier Stalin’s ambiguous answers to certain 
questions about the chances of peace, asked in a jour- 
nalistic vein by the New York Times, Pravda was say- 
ing in an editorial, also broadcast throughout Russia 
by radio: 

“The imperialists are seeking a way out of the sharp- 
ening contradictions of the capitalistic system on the 
path of preparing and unleashing a new world war.” 

The reaction in some capitals of the world was that 
maybe Stalin after all had opened a way to further 
“peace talks.” It’s the same old game of causing doubt 
among our own allies. 

It is time to put an end to such: maneuvers. 

It is time to stop placing ourselves in the position of 
begging Moscow for terms by which we seem to be seek- 
ing to surrender. 

It is time to set forth to the whole world the real 
terms under which East and West can live in peace. 


These terms can and should be based on the 
historic relationships that have always brought peace 
between the powerful nations of the world—a basis 
that recognizes the sovereignty of independent nations. 

We are seeking only the right of every nation to be 
free from fear of invasion not only of its territory, but 
of its institutions. The Moscow Government gave a 
solemn pledge in 1933 to the United States Government 
that it would not by propaganda or otherwise seek to 
infiltrate our institutions or our nation. That pledge 
has been violated again and again. Yet recognition 
of the Moscow regime originally was based on that 
pledge. 

It is time to appraise through every piece of evidence 
now available from military and diplomatic sources the 
various forms of aid being rendered by Soviet Russia to 
Communist China and to the North Korean troops. 
This action by Soviet Russia is resulting in daily cas- 
ualties to citizens of the United States and of other na- 
tions engaged in resisting aggression in Korea. 

It is time to notify the Soviet Government and the 
whole world that Moscow is actually violating the 
spirit, if not the letter, of her membership in the U. N. 
by aiding aggressor nations to make war on the troops 
of the United Nations. 

It is time for us to set forth the conditions of peace 









which the whole world would welcome. They can be 
stated in a single sentence: 

The withdrawal by Soviet Russia of all her civi- 
lian, and military officials and armies from North 
Korea, China, Indo-China, Poland, Austria, Bul- 
garia, Rumania, Czechoslovakia, Hungary and 
East Germany is formally requested as a condition 
to negotiations for a settlement of other outstand- 
ing questions between Soviet Russia and the rest 
of the world. j 
Governments held under duress are not free mem- 

bers of any society. They do not act independently be- 
cause they cannot. 

Until there is respect for the sovereignty and indepen- 
dence of other nations by Soviet Russia, until the peo- 
ples now under the yoke of Communist imperialism are 
free to hold elections that are not interfered with by 
any outside force, there cannot be a community of free 
nations—and there can be no durable peace. 

The anomaly of a “cold war,” which is being carried 
on simultaneously with the “hot war” in Korea as a 
means of pressure, must be faced realistically by the 
Eisenhower Administration. 

It is useless also to put all one’s faith in military re- 
armament as a means of accomplishing our objective. 


There is a way to destroy the misguided rulers 
of Russia without destroying its innocent people. 


If the Soviet Government refuses to withdraw its © 


armies from the territories of weak neighboring nations 
and if it refuses to withdraw its agents and provocateurs 
from Britain, France, Italy, America and other coun- 
tries of the free world, we can begin a worldwide cam- 
paign of exposure. We can fix responsibility for what 
is happening in the “satellite” countries and show the 
Russian people that their own Government is bent 
on a course that can only mean the destruction of inno- 
cent persons inside and outside of Russia. 

To accomplish this policy, we must have the whole- 
hearted support of our allies—Britain, France and 
Italy. We must persuade them to expose and get rid of 
the Communist “fifth columns” which have been infil- 
trating their own major political parties. 

It is a time for frank, outspoken, courageous and un- 
equivocal statements, calling a spade a spade. The truth 
is well known—the machinations of the Kremlin are 
no secret to anybody any longer. It is time realistically 
to face the facts. 

Let’s stop playing Stalin’s game. Let’s play our own 
game. It is a time for real leadership. 
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"Sationals save us $48,000 a year!” 


“Through direct savings and in- 
creased efficiency, we save $48,000 
a year with our National Accounting 
Machines. This repays their cost 
every 19 months. 

“The task of completing large 
weekly payrolls within a_ limited 
period of time is no longer a prob- 
lem. Work effort as well as time has 
been greatly reduced, much to the 


satisfaction of both management 
and office personnel. 


“Also, we are now using several hun- 
dred National Adding Machines that 


’ are saving us additional time, money 


and effort.” 


CS Mieke 


Comptroller 
National Biscuit Company 


—NATIONAL BISCUIT COMPANY, New York 


No matter what the size or type of your business, you 
will find that Nationals soon pay for themselves out of 
the money they save. National’s exclusive combina- 
tion of time-and-money-saving features does up to 
2/3 of the work automatically. Your nearby National 
representative — a systems analyst — will show how 
much you can save with National Accounting Ma- 
chines and Adding Machines adapted to your needs. 


Waltonal 





THE NATIONAL CASH REGISTER COMPANY, varron 9, on10 








at Soda oprings, 
General Connor. 


If history could repeat itself, what a sight would 
greet General Patrick Edward Connor, U.S. A., 
riding in on the Old Oregon Trail to the 
town of Soda Springs, Idaho. 


MAY 1863—Nothing but sagebrush, hostile 
Indians and some marvelously cool and 
sparkling mineral springs beside which 
General Connor laid out a settlement for his 
soldiers and the wagon train of eighty families. 


TODAY—A giant Monsanto Phosphate Division 
plant, dominated by the largest electric 
furnace ever built, turning out elemental 
phosphorus from which come phosphoric acid 
and the phosphates that go into thousands 

of products for the home and industry. 


Already the largest producer of elemental 
phosphorus in the world, Monsanto’s 
Phosphate Division widens its service to 
industry still further with this big new plant. 
In addition to the huge multi-furnace battery 
long in operation at Monsanto, Tennessee, still 
more furnaces are to be built at Soda Springs. 


On that May day in 1863, General Connor saw 
only some springs that would assure a steady 
water supply, even though tangy with 

mineral content. Coming back today, he 
would find a bustling 20th century 
community ... realizing richly on 

the chemical promise the springs 

foretold . . . supplying a basic chemical 

that serves all mankind. 


Monsanto CHEMICAL ComMPANY, 

Phosphate Division, 

1700 South Second Street, St. Louis 4, Missouri. 
Monsanto Canada Limited, Montreal, Vancouver. 
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SERVING INDUSTRY... WHICH SERVES MANKIND 


